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ABSTRACTS 


PRIVATE  SECTOR  LESSONS  FOR  PUBLIC  SECTOR  REFORM  IN  INDONESIA 

By  Ross  H.  McLeod 

Indonesia's  economic  performance  depends  heavily  on  policies  designed  by  the 
government  and  the  bureaucracy.  Whether  sound  policies  are  chosen,  and  then  designed 
and  implemented  properly,  depends  on  the  quality  of  the  civil  service.  As  with  all 
other  organisations,  the  performance  of  the  civil  service  depends  on  the  performance 
of  the  individuals  that  comprise  it,  which,  in  turn,  depends  on  the  incentives  they  face 
and  on  their  capabiUties  relative  to  the  jobs  they  are  required  to  do.  Performance  of 
individuals  can  be  improved-and  indeed  maximized-if  the  guiding  principle  of  personnel 
management  is  to  encourage  strong  competition  for  positions  within  the  civil  service, 
thus  emulating  the  practices  of  successful  business  enterprises.  The  key  to  civil  service 
reform  in  Indonesia  is  to  extend  New  Public  Management  approaches  to  procurement 
of  goods  and  services  to  human  resource  management,  by  encouraging  vigorous  and 
fair  competition  for  positions  at  all  levels  within  the  civil  service. 

INDONESIA  COMPETITIVENESS  IN  JAPANESE  MARKET 
By  Moekti  P.  Soejachmoen 

Japan  is  one  of  the  main  export  destination  of  Indonesian  products  with  increasing 
export  value  from  US$12.9  billion  in  1996  to  US$18  billion  in  2005  and  annual  growth 
of  4%.  The  highest  export  value  in  the  last  ten  years  was  in  2000  with  total  export  of 
US$  14.2  billion  and  the  share  of  Indonesia  export  to  Japan  was  20  percent  in  average 
except  in  2004  where  the  export  share  decline  to  15  percent.  The  high  share  of  Indonesia 
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export  to  Japan  is  one  reason  for  doing  the  study  on  the  competitiveness  of  Indonesian 
export  in  Japan  market  which  can  be  used  as  a  reference  in  determining  Indonesia 
export  strategies.  This  study  analysis  the  competitiveness  of  Indonesian  products  in 
Japan  market  using  Constant  Market  Share  Analysis  (CMSA)  which  calculates  change  in 
Indonesia  market  share  in  Japan. 


STRATEGIC  TRENDS  IN  EAST  ASIA 
By  Jusuf  Wanandi 


Basic  underlying  factors  for  change  and  movement  in  the  Asia  Pacific  could  be  brought 
^^.^'^  ^°*^li^*^^s?^tio^._o^  economic  and  political  spheres.  In  the  economic  sphere  the 
main  factors  are  China's  economic  development  and  the  evolution  of  US  "innovation 
system.  For  the  East  Asia.regon  in  particular,  the  most  important  East  Asian  challenge 
for  the  future  is  the  relationship  between  China  and  the  USA,  between  an  aspiring 
great  power  and__the  existing  single  superpower.  But  this  is  not  to  ignore  the  role 
Japan  might  play  in  the  developing  a  more  stable  and  secure  East  Asia  region.  East 
Asia  is  the  home  of  various  problems:  iragUe  bilateral  relations  between  countries  in 
the  region,  reseource  and  environmental  problems,  strategic  uncertainties  on  the  Korean 
Peninsula,  etc. 

THE  STRUGGLE  FOR  PRESS  FREEDOM  IN  INDONESIA 
By  Elaine  Kohar 

The  establishment  of  a  free  press  system  requires  not  only  support  from  the  government 
and  the  people,  but  also  a  great  deal  of  work  on  the  part  of  the  press  themselves 
This  article  examines  the  adequacy  of  the  new  Press  Statvite  and  the  constitutional 
amendment  in  bringing  about  a  free  press  system  that  is  conducive  to  free  speech  and 
democratic  consolidation.  It  starts  out  by  discussing  the  1999  Statute  and  the  likelihood 
of  It  operatmg  as  a  lex  specialis  in  the.  resolution  of  press-related  disputes,  followed  by 
an  exploration  of  the  various  factors  at  play,  which  have  hindered  the  country's 
progress  towards  a  free  press  society. 


CURRENT  EVENTS 


Indonesia  and 


CONDOLEEZA  Rice's  transfor- 
mational diplomacy  succinctly 
emphasizes  that  the  US  will  be 
working  with  its  many  partners  around 
the  world  "to  build  and  sustain 
democratic,  well-governed  states  that  will 
respond  to  the  needs  of  their  people  and 
conduct  themselves  responsibly  in  the 
international  system".  About  transfor- 
mational diplomacy  itself  she  asserts: 

"Let  me  be  dear,  transformational  diplo- 
macy is  rooted  in  partnership;  not  in 
paternalism.  In  doing  things  with  people,  not 
for  them;  we  seek  to  use  America's  diplomatic 
power  to  help  foreign  citizens  better  their  own 
lives  and  to  build  their  own  nations  and  to 
transform  their  own  futures".^ 

Democracy  plays  indeed  a  crucial  role 
in  US  policy.  President  Bush  in  his  second 


'Secretary  Condoleezza  Rice,  "Tranforma- 
tional  Diplomacy",  Address  to  Georgetown 
School  of  Foreign  Service,  18  January  2007. 
http://www.state.gov/secretary/rm/2006/ 
59306.htm.  See  also  Christopher  R.  Hill,  "East 
Asia  in  Transition:  Opportunities  and 
Challenges  for  the  United  States",  Statement 
to  the  Asia  and  Pacific  Subcommittee  for  the 
House  International  Relations  Committee,  8 
March  2006 


ASEAN-US  Relations 

C.P.F.  Luhulinia 


State  of  the  Union  Address  states  that  the 
US  "seeks  and  supports  the  growth  of 
democratic  movements  and  institutions  in 
every  nation  and  culture  with  the  ultimate 
goal  of  ending  tyraimy  in  our  world".  In 
this  effort,  he  continues,  the  US  "has  no 
right,  no  desire,  and  no  intention  to 
impose  our  form  of  government  on 
anyone  else".  The  aim  of  the  Unites  States 
"is  to  build  and  preserve  a  community  of 
free  and  independent  nations,  with 
governments  that  answer  to  tlieir  citizens, 
and  reflect  their  own  cultures.  And 
because  democracies  respect  their  own 
people  and  their  neighbors,  the  advance 
of  freedom  will  lead  to  peace."^ 

President  Bush,  arguing  from  his 
platform,  does  not  realize  tliat  whatever 
has  been  delineated  as  US  foreign  policy 
has  always  been  enforced  upon  other 
countries,  particularly  developing 
countries,  not  on  the  basis  of  partnership, 
but  on  that  of  paternalism,  and  that,  as  a 
consequence,  it  conjures  up  widespread 


^State  of  the  Union  Address,  2  February 
2005 


Current  Events:  Indonesia  and  ASEAN-LIS  Rclntions 


299 


antipath)'.  Tmnsfonimtion  diplonwci/  will,  in 
this  line  of  reasoning,  strengthen 
America's  desire  to  transform  a  country's 
politics  in  the  context  of  these  changing 
preferences  and  power  structures.  "To  use 
America's  diplomatic  power  to  help 
foreign  citizens  better  their  own  lives  and 
to  build  their  own  nations  and  to 
transform  their  own  futures"  is  exactly  the 
means  the  US,  will  utilize  to  transform 
non-American  lives  after  the  American 
.  image.  .  .      ...  _ 

Referring  to  Rice's  argument,  in  order 
for  the  US  to  implement  transformational 
diplomacy,  it  needs  to  "move  its 
diplomatic  presence  out  of  foreign  capitals 
and  to  spread  it  more  widely  across 
countries."  American  diplomats  are  now 
required  to  "work  on  the  front  lines  of 
domestic  reform  as  well  as  in  the  back 
rooms  of  foreign  Inmistries",  in  the 
countries  where  they  are  accredited  to. 

There  are  nearly  200  cities  worldwide 
with  over  one  million  people  in  which  the 
United  States  has  no  formal  diplomatic 
presence.  This  is  where  the  action  is  today 
and  this  is  where  we  must  be.To  reach 
citizens  in  bustling  new  population 
centers,  we  cannot  always  build  new 
consulates  beyond  a  nation's  capital.  This 
kind  of  representation  is  called  the 
American  Presence  Post.  One  of  the  US's 
"best  diplomats   moves   outside  the 
embassy  to  live  and  work  and  represent 
America  in  an  emerging  community  of 
change".    Indonesia    and    Egypt  are 
countries  where  the  State  Department 
"operate  American  Presence  Posts",  and 
Rice  is  "eager  to  expand  both  the  size  and 
the  scope  of  this  new  approach". 


In  addition  to  this,  "the  newest  and 
most  cost  effective  way  to  adopt  a  more 
local  posture  is  through  a  Virtual  Presence 
Post":  Here  one  or  more  of  US  young 
officers  creates  and  manages  an  internet 
site  that  is  focused  on  key  population 
centers.  This  digital  meeting  room  enables 
foreign  citizens,  young  people  most  of  all, 
to  engage  online  with  American  diplomats 
who  could  be  hundreds  of  miles  away. 
This  is  a  great  way  to  connect  with 
..millions  of  new  peop.l_e  across  Europe  and 
Asia  and  Latin  America. 

The  enthusiasm  with  which  Secretary 
Rice  expanded  on  her  strategy  may  not 
work  the  way  she  envisaged.  Yet  the  US 
will  have  to  learn  to  accept  and  live  with 
the  results  if  the  new  diplomacy  does  not 
produce  the  desired  outcomes  or  turn  out 
to  be  a  complete  failure.  That  is  partner- 
ship. Otherwise  she  and  her  agency  will 
stand  out  more  as  the  "world's  universal 
unpopular  busybody".'' 

Although  Indonesia  has  been  men- 
tioned several  times  in  the  execution  of 
the  US  h-ai-isformational  diplomacy,  it  has 
its  own  experience  with  the  changing 
preference  and  power  structure  of  the  US 
stance  toward  Indonesia,  specifically 
during  the  second  half  of  the  1990s.  In. 
that  period  the  US  shifted  its  stance  to- 
ward Indonesia  from  a  "benign  hegemon 
to  an  arrogant  supeipower."-"  Yet,  Indo- 


^Pat  Holt,  former  Chief  of  Staff  for  the 
Senate  Foreign  Relations  Committee,  quoted  in 
Keith  Porter,  "New  US  Foreignh  Policy 
Direction",  httB://g]obali/ation  ,ihn..frnn. /h/ 
usforeignpolicv/a/trnnsformdipio.htm 
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nesia's  deliberate  transformation  to  demo- 
cracy since  1999  has  been  hailed  as  the 
crucial  stride  in  promoting  economic 
stability  through  increasingly  magnetizing 
foreign  direct  investment  and,  in  the 
process,  progressively  reducing  economic 
and  political  and  social  turbulence. 

Indonesia's  support  to  the  US-led  war 
against  terrorism  obliged  Washington  to 
further     contribute     to  Indonesia's 
-rebuilding  of. its.  economy  and  to  support - 

its  comphcated  transition  to  democracy. 
■  Perhaps    mo^t   encouraging   for   the  ' 
Indonesian  government  vv^as  also  the  US 
promise  to~-seek  the  renewal -of  the 
bilateral  military  ties,  lift  the  embargo  on 
sales  of  non-lethal  military  equipment  and 
re-estabhsh  a  bilateral  security  dialogue. 
Washington  also  pledged  a  total  of  US$ 
657.7  million  m  financial  aid.^  However, 
the  US  arrogant  superpower  stance  has 
not  weakened. 


The  widespread  domestic  protests  at 
Indonesia's  support  for  the  US  war  on 
terrorism  and  the  American  accusations 
at  Islam's  involvement  in  terrorist  acts 
conjured  up  fierce  manifestations  of  anti- 
Americanism.  Radical  groups  burned  US 
flags  and  effigies  of  George  Bush  at  the 
US  attacks  on  Afghanistan  and  Irak  as 
strongholds  of  Islamic  terrorism.  The  war 
on  terrorism  manifested  the  new  dynamic 
of  Indonesia's  Islamic  community  and  the 
importance  of  Islam  in  domestic  Indo- 
nesian politics.  No  government  in  Indo- 


nesia can  thereafter  ignore  the  political 
influence  of  Islam  and  must,  hencefor- 
ward, tread  carefully  in  dealing  with 
domestic  and  international  issues  and  their 
Islamic  dimensions. 

Despite  these  developments.  Secretary 
Rice  emphasizes  the  building  of  partner- 
ship with  Indonesia  in  the  US's  counter- 
terrorism  strategy.  She  will  "empower" 
Indonesia-along  with  Nigeria,  Marocco 
and^-Pakistan— in  its  fight-  against  terroF 
by  providing  help  with  the  means  to  do 
it,  "hot  only  to  take  the  fight  to  the  enemy 
but  also  to  combat  the  ideology  of  hatred 
that  uses  terror  as  er  weapon'"^.  Indonesia; 
along  with  other  "emerging  nations"  like 
India  and  China  and  Brazil  aiid  Egypt  and 
South  Africa  "are  increasingly  shaping  the 
course  of  history"  in  this  century.^ 

Meanwhile,  Indonesia's  President 
Susilo  Bambang  Yudhoyono  has  submitted 
his  framework  of  democracy  in  Indonesia: 
Democracy  prevents  tyranny,  dictatorship, 
and  enforcement;  it  promotes  freedom  of 
expression;  It  makes  the  authorities  res- 
ponsible for  what  they  do  or  not  do  for 
the  people;  and,  it  promotes  broader 
participation  of  the  people  in  the  affairs 
of  the  state.  And  he  advertizes  this  demo- 
cratic trend:  "Democracy  must  continue 
to  blossom  and  strengthen  along  witli  the 
establishment  of  the  rule  of  law  and  a 
government  that  is  free  from  corruption 
and  other  ills."«  This  concept  of  demo- 
cracy should  be  built  on  three  pillars,  i.e.. 


"Gabriel  Chen,  A  glass  half  fiiU:  Indonesia- 


U.S.  relations  in  the  age  of  terror,  http://  6ibid. 
www.duke.edu/~gwc/indonesia.htm 

5  The  Jakarta  Post,  22  September  2001  8    The  Jakarta  Post,  6  October,  2006 
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"freedom  that  cannot  be  exchanged  for 
anything",  the  strict  observance  of  the  rule 
of  law  and  "the  highest  degree  of  tolerance" 
as  a  consequence  of  Indonesia's  pluralism.'^ 

With  this  democratic  thrust  Indonesia 
is  perceived  by  the  US  as  striving  to  again 
lift  "itself  into  nev^  prominence,"  "...  to 
build  a  true  form  of  global  stability,  a 
balance  of  power  that  favors  freedom", 
in  close  cooperation  with  the  US.'"  Does 
this  official  expression  of  support  mean 
that  the -US  is  trying  to  unshackle  itself 
from  its  self-imposed  arrogant  superpower 
stance  towards  Indonesia  and  "to  modify 
itself  into  a  benign  hegemon  again,  also 
in  the  region?  - 

Is  the  Joint  Vision  Statement  on  the 
ASEAN-US  Enhanced  Partnership  an 
initial  manifestation  of  tliis  new  stance?  It 
is.  And  can  we  interpret  the  Joint  Vision 
Statement  on  the  '  ASEAN-US  Enhanced 
Partnership  for  "closer  cooperation  on 
combating  transnational  crimes"  with  all 
members  of  ASEAN,  including  "terrorism, 
proliferation  of  weapons  of  mass  destruc- 
tion, illicit  drug  trafficking,  trafficking  in 
persons,  and  enhancing  maritime  and 
border  security",  and  the  readiness  to 
build  on  the  ASEAN-US  Joint  Declaration 
for  Cooperation  to  Combat  International 
Terrorism  signed  in  Bandar  Seri  Begawan 
in  2002,  as  an  extension  into  the  region 
of  the  new  US  posture? 

The  US  government  also  acknowledged 
in  the  Joint  Vision  Statement  that  "the 
Treaty  of  Amity  and  Cooperation  in 

"^Kompas,  29  September  2006 
loCondoleezza  Rice,  "Transformational 
Diplomacy" 


Southeast  Asia  (TAC)  acts  as  a  code  of 
conduct  governing  inter-State  relations  in 
the  region  for  the  promotion  of  peace  and 
stability,  and  its  role  as  a  unifying  concept 
for  ASEAN,  and  respect  the  spirit  and 
principles  of  the  TAC,  in  line  with  the 
commitment  of  ASEAN  and  the  United 
States  to  enhance  their  partnership".  If  the 
US  government  states  that  its  transfor- 
mational diplomacy  is  rooted  in  partner- 
ship, and  if  she  supports  the  ASEAN 
Regional  Forum  as  "the  premier  regional 
political  and  security  "forum  in  the' Asia- 
Pacific  region  with  ASEAN  as  the  driving 
force",  and  ...  "work  jointly  to  strengthen 
the  ARE  process",  what  stops  her  govern- 
ment to  accede  to  the  Treaty  of  Amity  and 
Cooperation?  It  would  indeed  be  very  nice 
if  the  US  State  Secretary,  Condoleezza 
Rice,  is  willing  to  put  her  signature  to 
tl-ie  Treaty  of  Amity  and  Cooperation  as 
a  manifestation  of  the  new  partnership 
with  Indonesia  and  by  extension  with 
ASEAN. 

The  impressive  list  of  joint  actions  and 
measures  in  political  and  security  co- 
operation in  the  Plan  of  Action  to  imple- 
ment the  ASEAN-US  enhanced  partner- 
ship for  2006  to  2011  demonstrates 
tremendous  integration  of  objectives  and 
purposes.  The  US  acknowledgement  of 
ASEAN  as  the  "primary  driving  force"  in 
enhancing  the  role  of  the  ASEAN  Regional 
Forum  "in  promoting  peace  and  stability 
in  the  region"  may  indeed  indicate  the 
intelligibility  of  partnership  in  the  context 
of  transformational  diplomacy. 
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The  cooperation  programmes  under  the 
heading  of  politics  and  security  reflects 
ASEAN  needs  in  fighting  traditional  and 
non-traditional  security  issues,  specifically 
terrorism  and  transnational  organized 
crime  that  can  admittedly  be  more 
effective  with  American  cooperation  and 
support  in  increasing  its  technological 
capability  and  expertise  in  the  endeavour. 
Indonesia  and  the  other  ASEAN  counh-ies 
cannot-for  all  the  criticism  towards  U.S. 
political  behaviour;  also -manifested  in  the 
transformational  diplomacy—circumvent  the 
fact  that  they  need  the  United  States  in 
facing  the  various  global  problems. 

Indonesia,  in  the  context  of  ASEAN, 
can  only  engage  China  and  India  and 
Japan,  for  that  matter,  with  the  balancing 


power  of  the  United  States,  and  hence  the 
joint  Vision  Statement  on  tiie  ASEAN-US 
Enhanced  Partnersiiip,  tlw  Framework  Docu- 
ment for  the  Plan  of  Action  to  Implement  the 
ASEAN-US  Enhanced  Partnerslnp  and  the 
PInn  of  Action  itself  are  welcome  instru- 
ments to  build  the  region  of  Southeast 
Asia  in  that  image,  in  a  spirit  of  coope- 
ration, not  that  of  bandwagoning.  And 
since  many  Indonesians  have  been  trained 
and  educated  in  the  ^United  States  in 
comparison  to  Europe,  Realpolitik  dictates 
that  the  ideas  of  freedom  and  democracy 
can  only  be  sustained  by  "keeping  the 
Americans  in"  (to  quote  Lord  Ismay) 
rather  than  out  of  the  region.  But  not  in 
the  .way  Condoleezza  Rice  charts  in  her 
transformation  diplomacy. 


The  Bulletin  of  Indonesian  Economic  Studies  (BIES)  is  a  peer- 
reviewed  journal  published  by  the  Indonesia  Project  The 
Australian  National  University. 

The  journal  fills  a  significant  void  by  providing  a  well  respected 
outlet  for  quality  research  on  the  Indonesian  economy  and 
related  fields  such  as  law,  the  environment,  demography 
education  and  health.  In  doing  so,  it  has  played  an  importanl 
role  since  1965  in  helping  the  world,  and  Indonesians 
themselves,  to  understand  Indonesia.  In  addition  to  papers 
reporting  economic  analysis  and  research,  each  issue  leads 
with  a  'Survey  of  Recent  Developments',  which  aims  to  be 
ascessible  to  non-economists,  and  helps  to  account  for  the 
journal's  diverse  readership  within  academia,  government 
business  and  the  broader  public. 

at  Rp  120.000,00  per  year,  Rp  45.000,00  per  issue  '  '  '""'"^  10'<^0' 

P.iyment  should  be  .son,  to  R.plah  Accoun.  No^OOUM^m^^  Tanah  Al.ng,  Jakan.  ,0,60. 


Indonesian  Foreign  Policy  Under 
President  Susilo  Bambang  Yudhoyono 

Bant  art  o  Bandoro 


A FREE  and  active  (proactive) 
foreign  policy  has  characterized 
Indonesia  since  its  independence. 
This  basic  policy  has  shown  a  remarkable 
degree  of  resilience  and  adaptability.  It 
will  remain  so  in  the  future. 

When  Susilo  came  into  power  two 
years  ago,  he  not  only  reiterated  the 
importance  of  that  basic  policy  for  our 
foreign  relations,  but  also  inherited 
internal  as  well  as  external  conditions  in 
which  our  foreign  policy  needs  to  be 
adjusted. 

The  foreign  poHcy  challenges  that 
Indonesia,  under  Susilo,  face  are  quite 
immense,  particularly  as  we  try  to 
improve  our  image  abroad  and  experience 
enormous  trancforn.ations  in  the  global 
system. 


Three  options 

Susilo,  who  appeared  to  take  a  direct 
role  in  foreign  policy  execution,  seems  to 
have  been  able  to  grasp  the  essence  of 
3ur  foreign  relations,  particularly  when 


the  country  was  facing  external  and 
internal  pressures  to  moye  faster  in  its 
democratization  process,  economic 
recovery  and  fight  against  terrorism. 

We  are  confronted  with  three  options: 
to  be  part  of,  follow  or  lead  the  change. 
We  surely  camiot  only  be  a  follower,  nor 
stand  idly  by,  in  the  changed  world.  The 
country  should  be  able  to  lead  on  certain 
issues  in  international  relations. 

Because  we  want  to  be  part  of  the 
changes,  in  a  way  that  benefits  the 
country,  and  lead  on  certain  issues,  at 
least  regionally,  Susilo  convinced  the 
public  of  the  importance  of  international 
links  for  the  solution  of  our  domestic 
problems  and  the  promotion  of  the 
country's  national  interests. 

It  was  an  Lidonesian  idea  that  parti- 
cipation in  the  East  Asian  Summit  should 
be  enlarged  to  include  India,  Australia 
and  New  Zealand.  A  series  of  strategic 
regional  policies  has  also  been  tabled  by 
Indonesia,  some  of  which  have  been 
realized  through  concrete  action  plans 
such  as  the  ASEAN  Security  Community.' 
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The  success  of  our  democratic  process 
has,  at  least  for  now,  been  quite  instru- 
mental in  moving  toward  a  more  satisfac- 
tory foreign  policy  agenda,  namely  greater 
confidence  in  being  a  prominent,  if  not 
key  player,  at  a  regional  and  global  level. 
This  confidence  will  shape  tlie  content  and 
direction  of  our  foreign  policy. 

On  a  bilateral  level,  we  saw  the  govern- 
ment give  first,  if  not  highest  priority,  to 
developing  friendly  and  mutually  be- 
neficial relations  with  all  our  neighbors. 
It  was  in  this  context  that  President  Susilo 
decided  to  establish  strategic  partnership 
with  certain  countries. 

At  the  same  time,  Indonesia  is  also 
stepping  up  significantly  its  engagement 
with  major  powers.  Indonesia's  relation- 
ship with  the  U.S.,  for  example,  is  changing 
in  response  to  the  dynamics  operating  in 
the  two  countries,  as  well  as  regionally 
and  globally,  particularly  the  fight  against 
global  terrorism.  In  just  one  year  after 
Susilo  am  into  power,  our  relationship 
with  the  U.S.  has  developed  significantly 
at  many  levels.  The  Hfting  of  the  arms 
embargo  by  the  U.S.  goverrunent  was  seen 
as  a  clear  path  toward  the  normalization 
of  bilateral  relations  between  the  two 
countries,  particularly  in  the  realm  of  the 
military. 

One  should  and  will  not  see  our 
relation  with  the  U.S.  in  the  context  of 
any  other  cotmtry  or  regional  equation  or 
even  alliance  system,  nor  is  the  rela- 
tionship going  to  be  at  the  expense  of  any 
other  relationship  valued  by  this  country. 
Meaning  that  the  maintenance  of  Indo- 
nesia's relations  with  Japan,  China,  Russia 


and  other  major  countries  in  Europe  is  as 
important  as  our  relations  with  the  U.S. 

Asian  component  in  Indonesian  foreign 
policy 

So,  how  then  should  we  frame  a  pro- 
gressive foreign  policy  for  years  to  come 
and  where  should  we  start?  Given  the 
perceived  gains  —  politically  as  well  as 
economically  and  strategically  —  the 
c6untry  received"  from  the  changed  en- 
vironment, it  is  not  wrong  to  assume  that 
the  profile  mentioned  above  has,  to  a 
certain  degree,  contributed  to  the  success 
of  our  foreign  policy.  Such  success  may 
have  began  with  our  top  leaders'  com- 
prehensive understanding  of  the  particular 
challenges  of  the  day. 

,  The  year  2007,  and  perhaps  beyond, 
will  see  even  more  severe  challenges  faced 
by  our  foreign  policy  as  our  immediate 
region  in  particular  moves  into  an  inte- 
grated region,  exempHfied  by  the  East 
Asian  Community  and  ASEAN  Com- 
munity. 

Free  trade  areas  formed  by  ASEAN- 
China,  ASEAN-Japan  and  ASEAN-India  ' 
wiU  soon  be  in  place.  Moreover,  terrorism 
is  a  real  threat  and  a  present  danger  that 
we  must  confront  and  defeat.  Thus,  our 
foreign  policy  will  succeed  or  fail  ac- 
cording to  how  well  tlie  country  copes 
with  this  era's  diverse  security  and 
economic  challenges. 

Given  the  major  policy  initiatives 
Indonesia  has  taken  recently  toward  its 
immediate  region,  Asia,  it  is  not  wrong 
to  suggest  tliat  the  sub-region,  Soutlieast 


Current  Events:  Indonesian  Foreign  Policy  Under  President  Susilo  Bnnibang  Yudhoyono 


305 


and  Northeast  Asia  in  particular,  has  been 
and  will  continue  to  be  the  central  focus 
of,  and  arena  for,  our  international  diplo- 
macy. The  consequences  for  Indonesia  in 
the  years  ahead  are  to  design  some  sort 
of  Asian  strategy,  one  that  offers  pro- 
grams and  strategic  direction  as  to  how 
our  foreign  policy  should  deal  with  every 
day  as  well  as  unexpected  political  events 
that  might  occur  in  the  region  of  Asia. 

-The  need  for  a.  doctrine  and  constant 
adjustment 

In  the  years  to  come  we  will  also  see 
more  intensive  diplomatic  interaction  and 
transactions  among  the  countries  in  the 
Asian  region  due  to  their  commitment  to 
creating  a  kind  of  regional  pool  for  peace 
and  prosperity.  As  an  influential  member 
of  ASEAN,  Indonesia  is  committed  to 
playing  a  part  in  such  a  process.  But 
Indonesian  foreign  poUcy  should  not  be 
"too  regionalistic"  in  a  way  that  ignores 
other  major  regional  security-related  issues 
that  affect  our  foreign  policy,  such  as  the 
environment,  terrorism,  drug  trafflcking 
and  people  smuggling,  to  mention  a  few. 

Thus,  what  we  need  perhaps  is  a 
considered  and  reasoned  approach  —  an 
approach  that  might  evolve  into  a  kind 
of  a  doctrine  —  to  help  our  diplomats 
navigate  the  countiry's  foreign  policy  in  a 
much  more  challenging  and  globalized 
world.  The  question  is  what  do  we  need 
trine  for? 

A  doctrine  not  only  gives  overall 
direction  to  our  foreign  policy,  but  it  also 


helps  establish  basic  foreign  policy 
priorities,  particularly  when  we  are  in 
need  of  long-term  certainty  and  stability 
in  our  economic  development  and  in 
maintaining  our  international  role.  Susilo 
is  quite  visionary  in  this  matter,  sug- 
gesting that  the  country  should  play  an 
active  and  catalytic  role  if  Indonesia  is  to 
maintain  its  independence  and  diplomatic 
gains. 

A  doctrine,  if  it  is  ever  to  be  of  any 
value,  could  help  shape  and'  direct  the 
ajlocatipn  of  resources.  It  would  also 
signal  to  our  neighboring  countries,  to  our 
legislative  members  and  public  at  home, 
where  our  policies  are  heading,  what  they 
will  entail,  and  what  can  be  expected  in 
the  future  regarding  Indonesia's  interna- 
tional role.  A  doctrine  thus  offers  strategic 
clarity. 

With  its  new  profile  and  intention  to 
be  in  the  lead  of  certain  international 
issues,  it  is  especially  important  for 
Indonesia  to  have  a  cogent  foreign  policy 
approacl^.  Indonesia  also  needs  constant 
adjustinent  to  reflect  the  realities  of  today 
and  tomorrow's  challenges. 

A  clear-sighted  view  of  {he  country's 
national  interests  is  therefore  needed  if 
Indonesia  is  to  successfully  navigate  new 
regional  security  and  economic  issues, 
while  also  addressing  its  relations  with 
other  parts  of  the  globe.  The  regional  and 
global  complexities  of  the  21st  century 
demand    strategic,  over-the-horizon 
Indonesian  thinking.  This  will,  of  course, 
require  creative  and  bold  diplomacy. 
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Is  foreign  policy  an  extension  of 
domestic  policy? 

In  the  presidential  election  two  years 
ago,  many  here  predicted  that  Susilo 
Bambang  Yudhoyono  would  be  the 
country's  next  and  "much  better"  pre- 
sident. Embodied  in  this  prediction  is  the 
distinction  between  judging  the  govern- 
ment's actions  as  good  or  bad  on  the  basis 
of  its  intentions,  and  judging  the  govern- 
-  ment  according  to  its  effectiveness  in 
getting  results.  The  public  here  seemed 
to  be  talking  about  the  latter,  since  that  is 
the  area  in  which  one  can  make  empi- 
rical claims  about  whether  the  govern- 
ment's policies  have  resulted  in  particular 
outcomes. 

So,  on  the  occasion  of  the  second  anni- 
versary of  Yudhoyono's  presidency  on 
Oct.  20,  2006,  people  judged  whether  the 
government  has  actually  done  what  it 
promised  to  do.  One  field  worth  con- 
sidering is  foreign  policy. 

We  remember  quite  well  that  through- 
out the  campaign,  Yudhoyono  touted 
foreign  policy  as  an  extension  of  domestic 
policy.  Key  domestic  policies  such  as 
fighting  corruption,  invigorating  job  crea- 
tion, fixing  the  education  system,  and  sta- 
bilizing the  distribution  of  public  goods, 
among  other  things,  were  expressed  m 
foreign  policy  terms,  such  as  attracting 
greater  foreign  direct  investment,  making 
Indonesia  more  competitive,  promoting 
trade,  and  participating  in  multilateral 
forums. 

If  Yudhoyono  really  believes  foreign 
policy  is  an  extension  of  domestic  policy 


—  if  he  is  at  least  consistent  —  one  can 
then  judge  whether  his  foreign  policy  has 
helped  fulfill  the  Medium  Term  Deve- 
lopment Plan  his  government  established 
on  assuming  office.  That  plan  included 
creating  a  safe  and  peaceful  Indonesia,  as 
well  as  one  that  is  just  and  democratic, 
and  improving  the  people's  welfare. 

The  past  two  years  saw  a  great  deal 
of  action  in  foreign  policy,  both  bilateral 
and  multilateral.  But  the  first  two  years - 
are  only  the  beginning  of  a  very  long 
-  process,  not  only  to  fulfill  the  goals 
outlined  above,  but  to  make  the  country 
more  prosperous. 

Achieving  those  goals  would  bolster 
the  country's  diplomacy,  its  international 
position  and  its  credibility,  while  also 
serving  domestic  needs.  Thus,  foreign 
policy  is  in  a  sense  part  of  the  mainstream 
of  our  national  policy.  The  government 
must  always  manage  external  relations  in 
a  way  that  supports  domestic  prosperit}' 
and  stability. 

The  question  to  ask  is  whether  the 
government's  foreign  policy  initiatives 
have  supported  domestic  needs,  when 
they  seem  more  aimed  at  building 
"prestige"  than  touching  on  the  real 
domestic  concerns  of  the  country. 

This  is  shown  by,  among  other  things, 
Yudhoyono's  desire  to  restore  Indonesia's 
dignity  overseas.  The  country  has  also 
chased  after  global  recognition  and 
enlianced  status  in  the  international  arena. 
Thus,  our  foreign  policy  initiatives  have 
really  only  been  meant  to  improve  the 
country's  image  abroad. 


Current  Events:  hidoiicsiiiii  Forci^^ii  Policy  Under  President  Siisilo  Bniubaiig  Yudlioi/oiio 


307 


There  is  no  doubt  that  Yudhoyono  has 
a  full  grasp  of  our  international  issues  as 
well  as  a  full  and  proper  understanding 
of  our  foreign  policy.  The  way  he  has 
conducted  Indoiiesian  foreign  policy  has 
so  far  led  the  country  into  becoming  a 
potential  mediator  for  crucial  international 
security  issues,  such  as  the  Middle  East 
and  North  Korea.  His  new  metaphor, 
"navigating  a  turbulent  ocean",  to  describe 
the  challenges  faced  by  Indonesian  foreign 
policy,  Jias  pushed  Indonesia  much  deeper 
into  the  realm  of  regional  and  global 
politics.-  -  -  .. 

Following  Indonesia's  success  in  be- 
coming'a  non-permanent  UN5C  member, 
Yudhoyono  said  Indonesia  would  have 
much  greater  opportunities  to  contribute 
to  world  peace  and  stabilit}^  But  we  are 
not  quite  sure,  particularly  if  Yudhoyono 
is  consistent  with  hia^stand  that  foreign 
policy  is  extension  of  domestic  policy. 

One  critical  view  is  that  ihe  country's 
extensive  "navigation"  has  been  conducted 
not  on  the  basis  of  current  and  future 
domestic  needs,  but  on  the  basis  of  the 
need  to  improve  the  country's  image 
abroad.  It  cannot  be  like  this  forever  if 
Yudhoyono  is  to  survive  the  next  pre- 
sidential election. 

It  is  true  that  Yudhoyono's  foreign 
policy  initiatives  seem  to  reflect  the 
government's  attempt  to  emphasize  the 
democratic  outlook  in  a  way  that  has 
never  been  done  before.  But  such  image 
building  and  projection  will  be  useless 
unless  the  government  recognizes  the  fact 
that  there  is  indeed  a  true  linkage  bet- 
ween international  exposure  and  solving 


our  economic,  social  and  domestic  security 
problems.  Yudhoyono  should  make  the 
most  of  those  linkages. 

Branding  Indonesian  foreign  policy 

At  a  session  of  the  Central  National 
Commission  on  Sept.  2,  1948,  Vice 
President  Mohammad  Hatta  formulated 
the  principle  of  Indonesia's  foreign  policy; 
namely  a  free  and  active  foreign  policy, 
reflected  in  his  metaphor  "rowing  between 
two  reefs".  This  year  marks  the  58th 
aimiversary  of  the  implementation  of  this 
foreign  policy. 

In  response  to  the  continuing  and 
rapid  changes  in  our  strategic  environ- 
ment. President  Susilo  Bambang  Yudho- 
yono introduced  his  own  metaphor, 
"navigating  a  turbulent  sea",  to  describe 
the  challenges  facing  Indonesian  foreign 
policy.  Vice  President  Jusuf  Kalla  then 
joined  the  chorus  of  our  foreign  policy 
when,  commenting  on  the  current  interna- 
tional position  of  Indonesia  under  the 
leadership  of  President  Yudhoyono,  he 
said  that  Indonesia  could  be  a  "mover  and 
shaker"  for  regional  security  and  world 
peace. ^ 

What  does  all  this  branding  tell  us 
about  our  foreign  policy.  Discussion  on 
the  covmtry's  foreign  policy,  particularly 
during  the  Yudhoyono  government,  seems 
to  have  been  aimed,  unintentionally  of 
course,  at  telling  the  public  here  at  last 
three  things. 


'  The  Jakarta  Post,  October  19,  2006 
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First,  to  let  them  know  where  Indo- 
nesia is  in  the  context  of  the  current  state 
of  international  relations.  When  Yudho- 
yono  said  that  the  world  we  live  in  today 
is  radically  different  than  the  one  faced 
by  our  forefathers/  he  meant  to  indicate 
that  the  country  is  now  in  a  particular 
era  of  history  where  foreign  policy  needs 
to  be  adjusted  in  a  way  that  meets  the 
expectations  of  the  public.  Our  forefathers 
were  not  exposed  to  such  things  as 
globalization,  interdependence  and  the 
..cyberwQrld  —.all  things^  which  are, part 
of  the  country's  present-day  world. 

Second,  to  let  the"  public  know  where" - 
hidonesia  is  in  its  foreign  policy  discourse. 
This  used  to  indicate  the  standpoint  of 
Indonesia  when  it  faced  antagonism 
between  the  opposing  Eastern  Communist 
and  Western  Capitalist  blocks. 

This  actually  refers  to  the  message 
carried  by  Hatta's  historic  reference  to 
"rowing  between  two  reefs",  that  Indo- 
nesia should  avoid  choosing  sides  between 
the  two  blocks.  "Rowing"  perhaps 
indicates  a  hard  and  difficult  journey  or 
path  for  the  country.  It  may  be  telling  us 
that  Indonesia  is  choosing  the  hard  path. 
Such  a  chosen  path,  however,  was  able 
to  serve  the  country's  national  interests 
in  the  following  decades. 

Third,  to  let  the  public  know  where 
Indonesia  is  going  in  its  foreign  policy. 
Referring  to  Yudhoyono's  "turbulent 
ocean",  the  public  is  told  of  the  im- 
portance of  activism  in  our  foreign  policy, 


meaning  that  such  an  "ocean"  must  be 
seen  as  providing  ample  diplomatic 
opportunity  for  Indonesia  rather  than  risk. 

This  metaphor  by  Yudhoyono  seems 
to  have  been  based  on  the  assumption 
that  if  Indonesia  is  to  make  the  right 
decisions,  it  must  understand  how  things 
"work"  in  the  "ocean"  and  how  they 
interact.  The  major  foreign  policy  decisions 
the  country  has  taken  so  far,  at  the 
-  regional  as  well- as  global  level,  reflect -the— 
recognition  of  the  role  of  the  "ocean"  in 
the  country's  Hfe-support  system  and  its  - 
value  for  the  prosperity  of  the  people. 

Thus,  "navigating  a  turbulent  ocean"  is 
assumed  to  refer  to  channeling  our  foreign 
policy  to  meet  the  country's  long-term 
objectives.  Navigating  the  ocean  will  also 
allow  us  to  develop  extensive  and  stra- 
tegic international  links  that  will  hopefully 
secure  our  external  resources  for  deve- 
lopment, as  well  as  for  domestic  stability. 

Strategic  partnership 

Perhaps  it  is  within  the  above  context 
that  our  foreign  policy  now  carries  with 
it  a  theme  which  was  unthinkable  before, 
namely  strategic  partnership.  Strategic 
partnerships  can  be  very  significant  in 
providing  a  combiried  effect  to  produce 
intended  policy  objectives. 

So,  as  we  have  seen,  on  the  bilateral 
level  we  have  strategic  partnerships  with 
almost  all  major  powers  in  the  world.  The 
seemingly  stable  and  improved  domestic 


^Speech,  President  Susilo  Bambang  Yudho- 
yono before  The  Indonesian  Council  on  Worid 
Affairs,  Mei  19,  2005. 


Current  Events:  Indonesian  Foreign  Policy  Under  President  Susilo  Banibang  Yudhoyono 


309 


conditions  serve  as  a  kind  of  modality  for 
the  Yudhoyono  government  to  embark  on 
a  new  chapter  in  Indonesia's  foreign 
relations.  There  is  a  process  of  institutional 
building  in  the  country's  foreign  relations. 

The  branding  of  strategic  partnership 
in  our  foreign  relations  has  gained  po- 
pularity —  at  least  in  the  eyes  of  our 
foreign  policymakers  —  at  a  time  when 
the  prospects  for  hidonesia  to  become,  in 
the  words  of  Jusuf  Kalla,  a  "mover  and 
shaker"  foF  world  peace  is  becorhing  rriore 
evident,  as  indicated  by  its  membership 
on  the  United  Nations  Security  Cotmcil, 
as  well  as  its  role  in  seeking  peace  in  the 
Middle  East  and  on  the  Korean  Peninsula. 

Given  the  many  fresh  foreign  policy 
iiutiatives,  it  is  no  exaggeration  to  say  that 
Indonesia  has  actually  passed  the  two 
reefs.  With  its  rather  "new"  outlook  in 
foreign  relations,  Indonesia  hopes  to  gain 
more  strategic  benefits  by  appearing  to  be 
different  in  its  approach  to  salient  foreign 
policy  issues. 

By  navigating  the  turbulent  ocean, 
Indonesia  is  attempting  to  cormect  itself 
with  the  wider  world,  which  is  crucial  not 
only  to  enhance  the  performance  of  our 
independent  and  active  foreign  policy,  but 


also  to  secure  the  achievements  Indonesia 
has  already  gained. 

One,  however,  should  not  ignore  the 
asymmetrical  relationship,  if  any,  between 
Indonesia  and  its  strategic  partners,  which 
in  turn  might  effect  the  sustainability  and 
effectiveness  of  these  partnerships  in  the 
future.  Indonesia's  partnerships  with  the 
U.S.,  China  and  Japan  seem  unequal  in 
terms  of  resources,  skills,  size,  diplomatic 
leverage  and  so  forth. 

Thus,  Yudhoyono's  metaphor  of  "na- 
vigating a-hirbulent  ocean"  should  not- be 
interpreted  as  automatically  directing  the 
country's -foreign-policy -to  "safety".  Being 
a  smaller  partner,  Indonesia  will  likely 
face  the  problem  of  making  its  part- 
nerships serve  its  interests  without  be- 
coming simply  a  function  of  the  interests 
of  its  partners. 

This  is  to  say  that  to  sustain  its  full 
international  engagement  and  obtain 
maximum  diplomatic  and  strategic  gains, 
Indonesia  should  be  able  to  break  through 
any  "barricades"  that  might  result  from 
expansion  of  its  international  transactions. 
Indonesia's  new  activism  in  it  foreign 
policy  should  be  managed  in  such  a  way 
so  that  it  will  not  hit  all  the  reefs. 


REVIEW  OF  ECONOMIC  DEVELOPMENT 

Third  Quarter  Performance  Assessment 


Ira  Titiheruiv 


Stable  Macroeconomic  Condition 

Up  to  end  of  2006,  various  indicators 
demonstrated  Indonesia's  stable  macro- 
economic  conditions.  While  growth  acce- 
lerates in  third  quarter  of  2006— reaching 
5.52%  (y-o-y,  compared  to  5.22%  in  the 
second  quarter),  inflation  rate  remained  in 
check  and  was  well-below  8%  target,  hi 
fact,  it  was  recorded  at  6.59%  (y-o-y)  at 
the  end  of  year. 

Growth  by  Sectors:  Less  Labor  Intensive 
Sectors  Support  Overall  Growth 

By  sectors,  transportation  &  commtmi- 
cation  and  construction  showed  impres- 
sive performances  throughout  the  year 
and  recorded  13.5%  and  8.4%  (y-o-y) 
respectively  at  the  end  of  third  quarter  in 
2006.  At  the  same  time,  growth  in  the 
agriculture  and  mining  sectors  remain 
sluggish.  These  two  sectors  are  tradi- 
tionally considered  as  labor  intensive 
sectors  and  during  nine  months  in  2006, 
they  have  expanded  by  2.27'/o  (y-o-y  for 
agriculture)  and  1%  (for  mining).  Un- 
employment problem  is  very  likely  to 


persist  in  the  coming  years  since  so  far 
growth  has  been  supported  by  the  iess 
labor  intensive  sectors.  • 

Expenditure  Growth:  Strong  Demand  for 
Exports,  Moderate  Growth  of  Private 
Consumption 

On  the  expenditure  side,  strong  de- 
mand for  Indonesian  commodities  and  in- 
creased household  consumption  siipported 
the  growth  rate. 

Export  of  goods  and  services  rose  by 
12.1%  (y-o-y)  during  the  first  nine  montlis 
of  2006,  clearly  benefiting  from  higher 
international  commodity  prices.  Export 
sti-ucture  reflects  imbalances  where  export 
values  of  agriculture  commodities  and 
mining  increase  by  12%  and  46%  respec- 
tively (particularly  due  to  international  oil 
price  increase)  while  industrial  export 
lagged.  Up  to  September  2006,  Indonesia's 
commodity  exports  have  been  very  strong 
with  exports  of  coal,  rubber  and  rubber 
goods  and  crude  palm  oil  growing  44%, 
71%  and  17%  respectively.  It  has  been 
warned  that  too  much  dependency  on 
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Table  1.  Real  GDP  Growth,  2005-2006,  Year-on-Year 


2005 

2006 

Q4 

Q1 

Q2 

Q3 

Privatp  rnn*^i  imntinn 

3.2 

3.0 

3.0 

Government  consumption 

30.0 

14.2 

31.6 

1.8 

Fixed  capital  formation 

1.8 

2.9 

-1.0 

-0.3 

Export  of  goods  &  services 

7.4 

10.8 

11.3 

12.1 

Import  of  goods  &  services 

3.7 

5.0 

8.3 

9.7 

GDP 

4.9 

4.6 

5.2 

5.5 

Source:  CBS 


primary  commodities  which  are  vulne- 
rable to  price  fluctuations  will  not  put 
current  accoimt  picture  on  solid  footing. 
The  continued  decline  of  oil  prices'  during 
the. last  quarter  of  2006  has  already  taken 
its  toll  on  Indonesia's  export  growth — 
export  growth  only  managed  to  reach 
2.37%  (m-o-m)  at  end  of  November  2006. 

On  the  other  hand,  import  that  started 
to  pick  up  lately  grev^O.3%  (m-o-m)  on 
the  same  month.  Trade  surplus  declined 
to  US$  3.06  billions,  compared  to  US$  4.22 
billions  in  October  2006.  Import  break- 


down showed  a  significant  increase  in 
capital  goods  imports  (10.36%  y-o-y), 
signaling-  a  recovery  of.  iiivestment.  Raw 
material  imports  grew  by  5.53%,  indi- 
cating an_  increase  in  economic  activity. 

The  continuing  increase  of  exports 
since  early  2006  has  substantially  im- 
proved the  country's  trade  surplus  (and 
current  account).  Coupled  with  balance  in 
the  capital  account^  and  a  strengthening 
Rupiah,  this  allowed  the  central  bank  to 
add  considerable  foreign  exchange  re- 
serves. Official  foreign  exchange  reserves 


Table  2  Indonesian  Trade  Performance,  Jan-Nov  2006 


In  US$  billions 

Sept 

Oct 

Nov 

2005 

2006 

2006 

2006 

2006 

Jan-Nov 

Jan-Nov 

Export 

8.78 

8.72 

8.92 

77.54 

91.19 

Oil  and  Gas 

1.59 

1.59 

1.75 

17.41 

19.3 

Non  oil  and  gas 

7.19 

7.13 

7.17 

60.13 

71.89 

Import 

5.66 

4.49 

5.86 

52.81 

56.06 

Oil  and  Gas 

1.92 

1.67 

1.43 

16.12 

17.59 

Non  oil  and  gas 

3.74 

2.82 

4.43 

36.7 

38.47 

Trade  Balance 

3.12 

4.23 

3.06 

24.73 

35.13 

^Mostly  due  to  unexpectedly  high  US  oil 
reserves  and  mild  winter  season 


^Capital  and  financial  account  net  outflows 
falling  to  US$  374  million  in  first  semester  2006 
(compared  with  US$  2.3  billion  in  the  same 
period  last  year) 
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have  been  steadily  rising  since  end  of 
2005.  Sharp  decline  in  June  was  due  to 
US$  3.8  billions  loan  prepayment.  Ho- 
wever, reserves  have  risen  again.  Bank 
Indonesia  decided  to  repay  the  entire 
outstanding  SDR  2.1  millions  (US$  3.2 
billions)  loan  balance  under  IMF  Extended 
Fund  Facility  four  years  ahead  of  sche- 
dule. Despite  the  large  payment,  Indo- 
nesia's foreign  exchange  position  remains 

_  strong.  At  the  end  of  2006,  the  reserves 
stood  at  US$  42.4  "billions  (equivalent  to 

.  four.  months^of  imports  and  short-term 
foreign  debt  repayment). 

Besides  export,--domestic  economic  has" 
also  been  supported  by  moderate  growth 
of  private  consumption  spending.  It  grew 
by  3%  (y-o-y)  up  to  end  of  third  quarter 
of  2006— partly  due  to  government's 
decision  to  raise  civil  service  wages  and 
pay  an  extra  month's  salary  as  bonus  in 
July.  It  is  expected  to  improve  further  in 
the  near  future  as  lower  interest  rates 
encourage  private  sector  spending. 

Sluggish  Government  Spending  and 
Continued  Contracted  Investment 
Expenditure 

Surprisingly,  government  spending 
grew  relatively  negligible  at  1.7%  in  the 
third  quarter  of  2006  while  traditionally, 
government  spending  usually  soars  duriiig 
second  half  of  the  year.  It  was  seen  as  a 
consequence  of  more  rapid  than  expected 
disbursement  of  funds  in  the  second 
quarter.  In  the  second  quarter  of  2006, 
government  spending  grew  at  a  galloping 
31.6%  (y-o-y).  The  government  transferred 
approximately  US$  6  billions  to  cushion 
impact  of  increase  in  oil  prices  last  year 


and  spent  additional  budget  on  education, 
health,  and  rural  infrastructure— including 
cash  compensation  in  the  amount  of 
US$30/househoId/quarter  to  over  19 
million  households.  The  central  govern- 
ment spending  was  partly  offset  by  in- 
ability of  regional  government  to  program 
and  spend  resource  transfer.  The  govern- 
ment planned  to  increase  spending  in  the 
fourth  quarter  of  2006  to  boost  growth 
through  the  end  of  the  year.  Nevertheless, 
the  Ministiy  of  Finance  (MoF)' had  expected" 
a  slight  decline  in  budget  deficit  fi-om  the 
planned  1.3%  to  1%  of  GDP  for  2006  (in 
2005,  budged  deficit  was.  at  0.5%  of  GDP). 

Fixed  capital  formation  contracted  over 
the  same  period  last  year  (-0.3%  y-o-y). 
The  declining  trend  has  prevailed  since 
last  quarter.  Last  November,  the  head  of 
Indonesian  Coordinating  Board  of  Invest- 
ment announced  that  realized  foreign 
direct  investment  fell  by  48%  during 
January-October  2006.  At  the  same  time, 
realized  domestic  investment  also  declined 
by  19%.  Analysts  expect  investment  may 
pick  up  in  the  last  quarter  of  2006  due  to 
stimulus  from  increased  domestic  private 
consumption  and  consistent  decline  of 
interest  rates  during  the  year  2006.  Data 
collected  by  Bank  Indonesia  showed  foreign 
investment  approvals  are  already  up  20% 
during  January-August  2006  period. 
Domestic  investment  approvals  have 
almost  tripled  during  the  same  period. 

Nevertheless,  domestic  and  foreitrn 
investors  remain  uncertam  with  govern- 
ment policies  aimed  at  encouraging  in- 
veshnent.  There  are  many  important  legis- 
lations related  to  improving  investment 
climate  still  put  on  hold.  Revisions  to 
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Labor  Law  no.  13/2003  met  negative  re- 
action from  labor  and  other  groups.  The 
government  is  currently  discussing  changes 
to  revisions  that  would  provide  more 
flexibility  in  severance  and  outsourcing 
provisions.  With  regard  to  submission  of 
tax  measures.  Coordinating  Minister  for 
Economic  Affairs,  Boediono  said  that  he 
hoped  Parliament  can  pass  three  tax  bills 
in  early  2007  so  that  parts  of  the  Laws 
could  be  implemented  in  2007.  The  Invest- 
ment Law  .is.  already  in  the  legislation 
agenda  in  2006.  Minister  of  Trade,  Mari 
Pangestu  asserted  that  -the  government 
had  already  made  substantial  progress  in 
drafting  the  law's  Tmplementation.  decrees. 
{petunjiik  pelaksanaan  / jiiklak),  including  the 
creation  of  clear  and  concise  negative  list 
and  the  reform  of  licensing  systems  to 
meet  government's  target  of  reducing  the 
niomber  of  days  it  takes  to  start  a  business 
from  150  to  30  '^days.  Pangestu  also 
expressed  optimism  that  the  parliament 
would  pass  the  draft  soon. 

Money  Market 

Bank  Indonesia  began  to  lower  interest 
rates  in  May  2006.  A  total  of  300bps  inte- 
rest rate  cuts  were  made  during  2006  and 
end-of  year  interest  rate  was  slightly  below 
10%  (9.75%).  There  was  an  ample  room 
for  interest  rate  to  fall  in  2006  since  infla- 
tion rates  tended  to  slowdown.  On  the  first 
half  of  the  year,  inflation  rate  was  still 
adversely  influenced  by  domestic  fuel  price 
increase  in  2005  (16.2%  y-o-y).  However, 
at  the  end  of  2006,  inflaflon  was  recorded 
at  6.59%  (y-o-y).  Core  inflation  was 
6.03% — which  demonstrated  that  seasonal 
factors  and  administered  prices  did  not 
have  any  effect  on  the  general  price  level. 


Bank  Indonesia's  Board  of  Governors 
Meeting  early  January  2007  began  switch- 
ing gears  to  cautious  monetary  expansion. 
Caution  is  needed  as  global  interest  rates 
have  been  rising  since  last  year  when  the 
Bank  lowered  interest  rates  five  times 
consecutively  (each  at  50bps  since  August 
2006).  Therefore,  currency  volatility  re- 
mains real  possibility  since  too  small  gap 
between  BI  rate  and  US  Fed  funds  rate 
will  put  pressure  on  the  Rupiah.  So  far, 
the  Rupiah  managed  t^  remain  strong, 
parfly  due  to  confidence  crisis  in  Thailand. 
A&  signs  of  inflationary  pressure  in  De- 
cember 2007,  Bank  Indonesia  also  mana- 
ged, to  recede  agressiv.e.  mode,,  deciding 
to  lower  interest  rate  only  25bps  after  the 
early  2007  Meeting  (to  9.5%).  Central 
Bureau  of  Statistics  data  showed  that  in- 
flation rate  for  December  2006  was  1.21% 
(m-o-m)  due  to  prolonged  dry  season  that 
postponed  harvest  time  to  first  quarter  of 
2007.  Government's  slow  response  to  rice 
price  hike  (due  to  rice  scarcity)  contri- 
buted almost  50%  to  the  December  in- 
creased inflation  rate. 

The  declining  trend  of  interest  rate 
movement  throughout  the  year  has  been 
met  with  positive  response  in  flie  Jakarta 
Stock  Exchange.  The  Jakarta  Composite 
Index  reached  a  new  closing  record  at 
1805  at  the  end  of  2006.  By  October  2006, 
eight  new  companies  have  been  listing 
their  shares  in  the  Jakarta  Stock  Exchange. 
Five  more  companies  would  follow  suit 
until  December  2006  and  it  is  predicted 
that  the  amount  of  funds  raised  by  these 
companies  will  reach  Rp  3.77  trillion  by 
the  end  of  the  year.  In  the  bond  market, 
the  MoF  successfully  raised  Rp  35.8 
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trillions  (in  accordance  with  the  target 
stated  on  revised  2006  budget)  after 
offering  the  second  treasury  bond  issuance 
in  2006  in  the  amount  of  Rp  1  trillions.  It 
has  maturity  period  in  2  year-time  with  a 
coupon  rate  of  9.75%. 

Despite  the  favorable  stock  exchange 
climate,  there  was  a  sharp  fall  (the  Index 
was  down  2.85%  on  the  day)  on  December 
2006  due  to  Thai's  stock  exchange  fallout. 
The  Thai  government- decided  to  restrict 
foreign  exchange  movement  due  to  swift 
appreciation  of  Bath:  After  reassurance ' ' 
from  both  the  MoF  and  the  Central  Bank 
-that  Indonesia-  will  nD^  follow  suit,  inves- 
tors-confidence was  promptly  restored. 

Prospects  for  The  Year  2007 

In  2007  the  economic  situation  is  ex- 
pected to  be  better.  Most  analysts  believe 
that  growth  will  reach  6%  in  2007  as  a 
result  of  increased  investment  and  higher 
public  spending.  Private  investment  is 
projected  to  pick  up.  However,  it  would 
very  much  depend  on  the  implementation 
of  the  proposed  reform  policy.  This 


includes  concluding  all  legal  amendments 
currently  under  deliberation  in  parliament. 
The  Government  has  planned  to  increase 
public  spending,  particularly  in  health 
(11%)  and  education  (19%)  sectors.  The 
problem  with  government  spending  lies 
on  the  inability  of  local  government  to 
allocate  central  government's  transfers 
effectively.  As  MoF  noted,  many  'rich' 
provinces  have  found  safe  haven  in  Bank 
Indonesia  Certificates  of  Deposits  and 
would  not  allocate  the  transfers  to  increase 
.  development,  spending  

Higher  import  of  capital  goods  is 
•  expected  to  support  booming  investment  " 
and  economic  activities.  However,  there 
is  a  possibility  of  lowering  commodity 
prices;  and  since  Indonesia's  export  struc- 
ture is  currently  skewed  toward  primary 
commodities,  this  could  make  current 
account  picture  a  little  shaky. 

Indonesia  and  Japan  Economic 
Partnership  Agreement 

On  November  28,  2006,  the  Prime  Mi- 
nister of  Japan,  Mr.  Shinzo  Abe  and  the 


Table  3  Selected  Monetary  and  Financial  Statistics 


2006 

Aug 

Sept 

Oct 

Nov 

Dec 

CPI  Inflation  (y-o-y) 
CPI  Inflation  (m-o-m) 
Rp/USD  Excfiange  Rate' 
30-day  SBI  Rate' 
Foreign  Reserves^ 
JSX  Composite  Index 

14.9 
0.33 
9,100 
11.75 
42.00 
1,431 

14.55 
0.38 
9,235 
11.25 
42.30 
1,534 

6.29 
0.86 
9,107 
10.75 
39.90 
1,583 

5.27 
0.34 
9,140 
10.25 
41.58 
1,719 

6.59 
1.21 
9,163 
9.75 
42.59 
1,805 

^  end  of  period 
2  in  US$  billions 
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President  of  the  Republic  of  Indonesia  in 
Tokyo,  jointly  announced  an  agreement  in 
principle  between  their  two  countries  on 
"major  elements"  of  a  Japan-Indonesia  "Eco- 
nomic Partnership  Agreement"  (EPA) — 
IJEPA.  Under  the  IJEPA,  the  two  countries 
forge  to  build  closer  economic  relations 
through  cooperation  on  capacity  building, 
trade,  investment  and  services  liberalization, 
and  cooperation  on  energy.  The  commit- 
ments pledged  in  IJEPA  will  present  par 
opportunities  for  Indonesian  products'  to 
compete  with  its  competitors  who  alrea- 
dy made  such  an  -agreement-  with  Japart 
such  as,  Philippines,  Malaysia  and  Mexico. 

In  trade  area,  Indonesia  and  Japan 
have  agreed  to  eliminate  or  reduce  tariffs 
covering  more  than  90  percent  of  current 
bilateral  trade  by  value.  Sectors  subject  to 
tariff  reduction  or  elimination  include 
agriculture,  forestry,  fishery  and  industry 
(automobiles  and  autoparts,  iron  and  steel 
products,  electric/electronic  products). 
Both  governments  will  also  further 
promote  competitiveness  of  Indonesian 
manufacturing  industry  through  Initiative 
for  Manufacturing  Industry  Development 
Center  to  strengthen  economic  partnership 
between  the  two  countries 

The  two  countries  agreed  to  make 
commitment  to  enhance  trade  in  a  number 
of  services  sectors  including  professional, 
communication,  construction,  distribution, 
financial,  health  and  social  related,  tourism 
and  transportation  services. 

The  EPA  will  also  facilitate  investment 
between  the  two  countries  through  com- 
mitments on  national  treatment,  pro- 
hibition of  performance  requirements,  a 


dispute  settlement  mechanism  between 
state  and  investor,  and  enhanced  invest- 
ment protection.  Indonesia  and  Japan  also 
agreed  to  promote  and  facilitate  invest- 
ment in  the  energy  and  mineral  resources 
sector  under  the  EPA  through  a  streng- 
thened policy  dialogue  and  other  co- 
operation. Japan  pledged  to  increase 
technical  assistance  to  Indonesia  in  the 
areas  of  coal-to-liquid  and  energy-saving 
technology.  Indonesia  is  the  largest 
supplier  of  natural  gas  to  Japan^  as  well 
as  the  third  and  sixth  largest  exporter  of 
-coal- -and  crude  oil,-  respectively,  to  Japan. 

Other  areas  covered  in  the  IJEPA  are 
cooperation  in  customs  "administrations 
through  information  exchanges,  simplified 
customs  procedures,  and  improved  enfor- 
cement. The  two  countries  also  agreed  to 
cooperate  to  improve  the  protection  of 
intellectual  property  (IP)  rights,  enhance 
transparency  in  government  procurement, 
strengthen  competition  policy  and  im- 
prove the  business  environment. 

Indonesia-Japan  Economic  Partnership 
is  expected  to  provide  mutual  benefits  to 
both  coi-mMes.  Nevertheless,  the  EPA  has 
taken  into  consideration  the  different  stage 
of  economic  development  between  the  two 
countries  as  reflected  in  its  principal 
agreements  that: 

•  fast-tract  coverage  committed  by  Japan 
reaches  91%  of  Indonesia's  export 
values  to  Japan  while  Indonesia  com- 
mitments only  covers  35%  of  Japan's 
export  values  to  Indonesia 

•  Japan  will  provide  technical  assistance 
in  capacity  building  framework  to 
Indonesia 


Privat  Sector  Lessons  for  Public 
Sector  Reform  in  Indonesia* 

Ross  H.  McLeod 


ALTHOUGH  the  Indonesian  eco- 
nomy  grew  ye^y  rapidly  
averaging  over  7%  per  annum — 
_  during  the  Jiiree  decades  q£  the  .SjaehartQ_ 
era,  it  suffered  a  seyere  setback  with  the 
onset  of  the  Asian  crisis  in  1997-98,  and 
has  been  unable  to  achieve  similar  growth 
rates  on  a  sustained  basis  subsequently. 
The  year-on-year  growth  rate  for  the 
March  quarter,  2006  was  only  4.6%,  and 
this  rate  has  fallen  consistently  since  the 
end  of  2004  (Manning  and  Roesad  2006, 
146).  Although  most  output  is  generated 
by  the  private  sector,  growth  also  depends 
heavily  on  the  provision  of  comple- 
mentary inputs  by  the  public  sector,  most 
obviously  physical  infrastructure  and  an 
effective  legal  system.  The  fact  that 
successive  Indonesian  goverranents  have 
performed  poorly  on  both  these  fronts 
provides  a  partial  explanation  for  the 
relatively  low  economic  growth  rates  of 
recent  years. 

In  addition,  the  private  sector  is  greatly 
hampered  by  masses  of  red  tape  created 
by  the  bureaucracy,  as  is  readily  apparent 


from  annual  studies  undertaken  by  the 
World  Bank-  group-and  published  londer 
the  general  title  Doing  Business,  which  are 
described  as.  'a  series  of_annuaLreporta 
investigating  the  scope  and  manner  of 
regulations  that  enhance  business  activity 
and  those  that  constrain  it'  (World  Bank 
2004a,  viii).  According  to  the  latest  (2006) 
report,  Indonesia  is  ranked  as  low  as  115 
in  a  total  of  155  countries  in  the  Doing 
Business  database  in  relation  to  the  'Ease 
of  Doing  Business'.  In  these  reports  each 
country's  overall  Ease  of  Doing  Business 
ranking  is  based  on  its  subsidiary 
rankings  on  some  10  sub-indices  (for 
details  on  the  Doing  Business  methodology, 
see:  http://www.doingbusiness.org).  Table 
1  (based  on  the  2006  report)  presents  a 
selection  of  the  most  important  of  these. 

The  inadequacies  of  Indonesia's  legal 
system  are  reflected  in  the  first  two  sub- 
indices,  which  focus  on  operations  of  tlie 
judiciary:  Enforcement  of  Contracts,  and 
Closing  a  Business.  In  relation  to  the  fomier 
Indonesia  scores  extremely  poorly — 145* 
among  the  total  155  countries.  Small  won- 


*First  published  in  Agenda,  Vol.  13,  No.  3,  pp.  275-288.  Reprinted  by  kind  permission  of  the 
editors. 
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der,  then,  that  private  sector  entities  in 
Indonesia  largely  avoid  using  the  courts 
for  contract  enforcement — relying  instead 
on  other  means  of  protecting  their  inte- 
rests, such  as  the  use  of  private  debt  col- 
lectors, or  simply  being  very  careful  in 
tlieir  choice  of  people  to  do  business  with. 
In  relation  to  the  latter  sub-index,  which 
is  basically  concerned  with  the  efficacy  of 
bankruptcy  procedures,  Indonesia  ranks 
116^ 

The  stultifying  impact  of  the  public 
sector  bureaucracy  on_private  sector 
activity  is  indicated  by  the  second  group 
of  sub-indices.  These  relate  mainly  to 
aspects  of  private  sector  business  ope- 
rations that  are  heavily  dependent  on  the 
issue  of  permits,  licences,  statements, 
approvals  and  so  on  by  the  bureaucracy 
(and,  to  a  small  extent,  by  the  police). 
Indonesia  ranks  as  lovv  as  144*  in  relation 
to  the  ease  of  Starting  a  Business.  Once  a 
business  can  be  established,  the  weight  of 
bureaucratic  regulation  of  the  labor  market 
(Hiring  and  Firing   Workers)  pushes 


Indonesia  to  120"'  place  on  this  aspect, 
similar  to  its  ranking  on  the  ease  of  com- 
plying with  taxation  requirements  (Paying 
Taxes).  The  nation  fares  litde  better  when 
it  comes  to  bureaucratic  obstacles  to 
Registering  Property  or  Obtaining  a  Licence, 
for  both  of  which  its  ranking  is  107. 

The  reports  do  not  look  at  infrastruc-' 
ture  deficiencies,  but  another  World  Bank 
(2004b:l,  4)  document  has  this  to  say: 

Indonesia's  infrastructure  quality  ranks 
among  the  lowest  in  the  region  and  is 
affecting  growth,  poverty  reduction,  foreign 
invesfmeilt,  and  the  environment...  A  key 
impediment  is  the  lack  of  an  overall 
government  strategy  for  infrastructtire  and 
predictable  policies  in  ...  critical  infra- 
structure sectors. 


THE  MISSING  SECTOR  IN  SECTORAL 
STUDIES 

Clearly,  then,  Indonesia's  economic 
progress  is  greatly  hampered  by  the 
inadequacies  of  its  public  sector.  Although 
the  latter  is  one  of  the  most  important 


Table  1:  Ease  of  Doing  Business  in  Indonesia:  Selected  Sub-index  Components 


Ease  of  Doing  Business 

Matters  relying  fieavily  on  the  courts 
Enforcing  contracts 
Closing  a  business 

Matters  involving  ttie  bureaucracy 
Starting  a  business 
Hiring  and  firing  workers 
Paying  taxes 
Registering  property 
Obtaining  a  license 


Rank  (among  155 
countries) 


115 

145 
116 

144 
120 
118 
107 
107 


Source:  World  Bank  (2006) 
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sectors  of  the  economy,  development 
economists  have  done  very  little  to 
analyze  its  efficiency  and  how  this  might 
be  improved.  The  focus  instead  has  been 
on  other  sectors,  such  as  agriculture, 
forestry,  fishing,  manufacturing,  mining, 
telecommunications,  transportation, 
financial  services,  and  so  on.  Studies  of 
these  sectors  are  often  concerned  with 
their  efficiency,  factors  that  affect  this,  and 
policies  that  might  increase  it.  Relative 
neglect  of  the  public  sector  may  reflect 
the  near  impossibility  of  measuring  its 
output,  without  which  there  can  be  "no 
direct  measure  of  efficiency.  But  the  Doing 
Business  reports  clearly  show  that  the 
efficiency  of  the  public  sector  in  Indonesia 
leaves  a  great  deal  to  be  desired;  nobody 
with  any  personal  experience  of  its 
fimctioning  could  argue  otherwise. 

We  could  draw  up  an  endless  list  of 
examples,  such  as  the  failure  of  the 
taxation  and  customs  authorities  to  collect 
anything  like  the  fi.ill  value  of  revenues 
legaUy  due  (World  Bank  2003a);  the  failure 
of  relevant  departments  and  enforcement 
agencies  to  prevent  illegal  logging 
(Obidzinski  2005),  mining  (Erman  2005) 
and  fishing  (Fegan  2005);  the  lack  of 
attention  to  protecting  the  environment 
(World  Bank  2003b);  the  abysmal  state  of 
infrastructure  (World  Bank  2004b);  the 
poor  quality  of  the  state  education  and 
health  systems  (World  Bank  2003a);  the 
fact  that  individuals  and  firms  see  the 
police  and  the  judiciary  more  as  predators 
than  protectors  (World  Bank  2003c);  and 
the  seeming  inability  of  the  bureaucracy 
to  draft  sensible  legislation  (for  example, 
McLeod  2006).  As  the  World  Bank 


(2003c:ii)  noted,  'Corruption  levels  by  any 
objective  standard  appear  very  high,  and 
cause  the  vast  majority  of  Indonesians 
themselves  to  see  corruption  as  an  evil 
that  must  be  eradicated',  but  while  this  is 
receiving  considerable  attention  from  the 
present  government,  the  problem  is  much 
wider  than  corruption.  The  simple  fact  is 
that  the  public  sector  is  grossly  inefficient, 
which  necessarily  holds  back  the 
performance  of  the  economy  as  a  whole. 

GROWTH  ACCOUNTING 

Another     strong     focus     of  the 
development  literature  in  recent  years  has 
been  'growth  accounting',  in  which  the 
attempt  is  made  to  explain  differences  in 
countries'  growth  rates  by  looking  at 
factors  such  as  spending  on  education  and 
health,  and  the  types  of  policies  followed 
by  their  governments— particularly  in 
relation  to  foreign  trade,  investment  and 
industrialization.  These  kinds  of  studies 
generate  recommendations  as  to  what 
constitute  'good'  policies,  but  the  question 
as  to  whether  the  bureaucracies  in 
question  are  even  interested  in  'good' 
policies — let  alone  capable  of  discerning 
what  they  are  and  implementing  them — 
is  largely  ignored. 

This  is  not  particularly  helpful.  It  is 
logically  inconsistent  for  economists  to 
continue  to  feed  policy  recommendations 
to  the  Indonesian  government  when  we 
are  confronted  on  a  daily  basis  witli  clear 
evidence  that  its  civil  service  is  highly 
dysfunctional — which  implies  that  those 
recommendations  are  very  unlikely  to  be 
implemented  properly,  if  at  all.  For  tliis 
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reason  a  great  deal  of  the  work  of 
economists  in  the  development  field  in 
Indonesia  seems  rather  futile.  The  most 
pressing  priority  is  to  focus  on  the 
bureaucracy  itself,  and  to  try  to  find  ways 
to  improve  its  effectiveness.  The  greater 
the  extent  to  which  this  can  be  achieved, 
the  less  the  need  for  outside  advice  as  to 
what  constitutes  sound  economic  policy: 
a  competent  civil  service  can,  by 
definition,  design  and  implement  sensible 
policies^  and  programmes  ^subject,  of 
course,  to  political  constraints). 


Although  development  economists — at 
least,  those  who  work  on  Indonesia — ^have 
not  devoted  "much  "effort  to"  analyzing 
public  sector  performance,  part  of  the 
public  administration  literature  does 
concern  itself  with  efforts  to  improve  the 
effectiveness  of  this  sector.  The  so-called 
'New  Public  Management'  literature  has 
at  its  core  the  main  hypothesis  that  a  shift 
to  market  orientation  in  the  public 
sector— applying  competition  as  it  is 
known  in  the  world  of  profit-oriented 
business  activity — will  lead  to  greater  cost- 
efficiency  for  governments.  The  New 
Public  Management  concept  originated  in 
countries  such  as  the  UK  and  New 
Zealand  (Borins  2000),  and  has  generated 
a  wave  of  public  sector  reforms  in  many 
countries  since  the  1980s,  but  it  seems  to 
have  had  virtually  no  impact  in  Indonesia. 
As  will  shortly  become  apparent,  the  aim 
here — in  keeping  with  the  New  Public 
Management  approach— is  to  use  ideas 
from  private  business  activity  to  generate 
suggestions  for  civil  service  reform  in 
Indonesia. 


ORGANIZATION  PERFORMANCE 
AND  COMPETITION 

Progress  Through  Emulation 

In  all  forms  of  human  endeavor  some 
progress  is  possible  through  formal 
training,  but  probably  the  main  path  to 
advancement  is  by  emulating  what  others 
are  doing  if  their  performance  is  clearly 
superior.     The     principle     is  basic 
commonsense.  If  my  friend  can  hit  the 
golf  ball  twice  as  far  as  I_  can,  then  I 
should  try  to  swing  the  club  more  like 
he  does.  If  one  fisherman  comes  home 
with  a  much  bigger  catch  than  another, 
-the  laiter- v.dll  .do. .well  to. .use  similar 
techniques.    If    one    farmer    gets  a 
significantly  higher  yield  from  his  rice 
crop,  his  neighbor  would  be  well  advised 
to  copy  his  methods. 

Thus,  an  obvious  point  to  make  is  that 
the  Indonesian  government  could  very 
easily  learn  some  good  ideas  about  how 
to  improve  the  performance  of  its 
bureaucracy  simply  by  looking  at  how  the 
civil  service  operates  in  any  number  of 
other  coimh-ies;  those  that  rank  highly  in 
the  Doing  Business  reports,  such  as  New 
Zealand,  Singapore,  the  US,  Canada, 
Norway  and  Aushralia,  would  be  obvious 
choices,  hideed,  sending  bureaucrats  and 
politicians  on  comparative  study  tours 
overseas  is  a  well  practised  art  in 
Indonesia.  Unfortunately,  however,  most 
of  these  study  tours  have  little  or  no 
impact,  because  they  are  based  on  the 
incorrect  assumption  that  civil  servants 
have  a  strong  incentive  to  increase  the 
effectiveness  of  their  own  organizations. 
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lacking  only  the  knowledge  of  how  to  do 
so.  On  the  contrary,  most  of  those  who 
undertake  these  tours  regard  them  as  little 
more  than  opportunities  to  see  the  world 
and  to  supplement  their  meagre  salaries 
with  travel  allowances;  they  are  under  no 
illusion  that  they  will  be  iiiitiating  any 
grand  reforms  when  they  return. 

Learning  From  Business 

An  alternative  approach  involves 
making  comparisons,  not  with  other 
countries'  bureaucracies,  but  with  other 
kinds  of  organization  in  quite  different 
fields  of  activity.  In  particular,  govern- 
ments can  learn  a  lot  about  how  to  im- 
prove the  performance  of  their  bureau- 
cracies by  focusing  on  tine  private  sector. 
This  idea  is  anathema  to  many,  perhaps 
most,  Indonesian  civil  servants,  who  are 
accustomed  to  believing  that  the  economy 
could  hardly  function  were  it  not  for  their 
wise  guidance.  Yet,  supported  by  the 
broad  findings  of  the  Doing  Business 
reports,  it  can  be  said  that  the  civil  service 
(and  its  associated  state  enterprise  sector) 
is,  by  and  large,  a  bhght  on  economic 
performance.    Indonesia's  economic 
progress  to  date  has  been  in  spite  of, 
rather  than  because  of,  the  bureaucracy. 

Why  should  we  imagine  that  the 
public  sector  has  anything  to  learn  from 
the  private  sector?  Nearly  all  firms  have 
competitors,  and  if  they  do  not  perform 
as  weU  as  these  competitors  their  profits 
will  be  low,  if  not  negative.  With  the 
passage  of  time,  the  more  efficient  firms 
will  gain  larger  shares  of  the  market, 
while  others  will  wither  and  ultimately 


die.    As    poorly    performing  firms 
disappear,  the  resources  they  would 
othei-wise  employ-labor,  capital,  land  and 
other  nahiral  resources— become  available 
for  reallocation  to  more  efficient  firms  and 
industries,   where   their  now  higher 
productivity  will  increase  the  overall  size 
of  national  income  (Ter  Wengel  and 
Rodriguez  2006).  In  short,  the  whole 
process  is  strongly  geared  to  steady 
improvement  in  performance  over  time. 

The  keys  to  high  performance  here  are 
financial  incentives  and  competition.  The 
financial  incentive  is  the  owners'  prospect 
of  making  -  large  -profits-  by  performing 
well  relative  to  competitors,  combined 
with  the  risk  of  losing  previously  accu- 
mulated savings  (wealth)  by  performing 
poorly.   The   firms   that   can  supply 
products  with  superior  combinations  of 
price  and  characteristics  desired  by  their 
customers  will  be  those  that  prevail. 

The  eventual  disappearance  (through 
closure  or  takeover)  of  relatively  poorly 
managed  firms  has  no  counterpart  in  the 
public  sector.  Broadly  speaking,  national 
level  bureaucracies  have  no  competitors. 
Thus  there  is  no  natural  or  automatic 
process  that  pushes  public  sector  bureau- 
cracies continually  to  improve  their 
performance.  Having  made  the  point  that 
such  a  process  is  of  crucial  importance  in 
the  field  of  business  enterprise,  it  is  an 
obvious  next  step  to  hifer  that  its  absence 
helps  explain  why  bureaucracies  like  tliose 
in  Indonesia  suffer  from  chronic  poor 
performance,  and  to  suggest  that  a  solu- 
tion may  be  found  in  emulating  the  prac- 
tices of  successful  private  sector  firms  in 
the  area  of  human  resource  management. 
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Building  Competitive  Teams 

It  is  axiomatic  that  the  performance  of 
any  organization  depends  on  the  perfor- 
mance of  the  individuals  that  comprise  it. 
To  prosper  in  a  competitive  environment, 
firms  need  to  use  people  with  a  range  of 
skills:  engineering,  scientific,  financial, 
marketing,  procurement,  administration, 
personnel  management  and  so  on.  The 
decisions  made,  and  the  work  done,  by 
their  employees  determine  whether  the 
firm  succeeds  or  fails.  The  job  of 
marketers  is  to  discover  what  products 
consumers  want;  that  of  engineers  to 
design  these  and  the  corresponding 
production  processes;  of  procurement 
officers  to  purchase  material  and  services 
inputs  from  reliable,  low-cost  suppliers; 
and  so  on. 

Most  fundamental  of  all,  the  function 
of  human  resource  management  is  to 
ensure  that  the  company  recruits  sufficient 
numbers  of  people  with  all  these  kinds 
of  skills,  and  provides  them  with  strong 
incentives  to  perform  well.  If  this  fimction 
is  poorly  conceived  or  managed,  the  firm 
is  unlikely  to  survive.  In  principle,  all  this 
is  no  different  from  the  process  of  mana- 
ging the  players  in  a  professional  football 
team,  where  the  objective  is  to  put  the 
most  effective  players  in  each  of  the 
different  positions,  subject  to  the  price  that 
must  be  paid  to  acquire  their  services. 

Competing  for  Places  on  The  Team 

Though  it  is  not  often  discussed  or 
thought  of  in  these  terms,  the  key  to  the 
human  resource  management  function  is 
to  operate  ...  competition— or,  rather,  a 


large  number  of  ongoing  competitions  for 
every  position  within  the  firm,  from  the 
highest  to  the  lowest  level.  Of  course,  the 
number  and  quality  of  those  who  apply 
for  each  position  will  depend  upon  the 
remuneration  on  offer,  and  the  trick  here 
is  to  seek  the  optimal  trade-off  between 
productivity  and  cost.  Highly  productive 
people  will  cost  more,  and  it  will  be 
worthwhile  to  recruit  somewhat  less 
productive  people  if  the  saving  in  wages 
or  salaries  is  sufficient  to  offset  their  lower 
productivity.  Conversely,  although  low 
productivity  persormel  will  be  relatively, 
cheap  to  hire,  it  will  be  worthwhile  to 
recruit  somewhat  rnore  productive  people 
if  the  productivity  gain  exceeds  the  extra 
cost  of  wages  or  salaries. 

Obviously,  firms  have  no  choice  other 
than  to  offer  wages  and  salaries  similar 
to  those  offered  by  other  firms;  they  will 
have  difficulty  recruiting  workers  other 
than  those  with  low  productivity  if  the 
wage  offered  is  also  low.  And  they  will 
have  difficulty  keeping  workers  on  the 
payroll  if  their  productivity  is  high 
enough  to  get  them  a  job  at  another, 
higher  paying  employer.  Of  course, 
payments  may  be  made  in  kind  as  well 
as  monetary  wages,  and  firms  often  find 
it  worthwhile  to  provide  a  package  of 
benefits  such  as  transportation,  meals, 
health  benefits,  housing  assistance  and  so 
on  as  part  of  the  overall  compensation 
package,  if  it  is  perceived  that  these 
benefits  will  be  more  highly  valued  by 
employees  than  the  cost  of  providing 
them.  Ultimately,  however,  individuals  are 
competing   for  jobs,   employers  are 
competing  for  workers,  and  the  overall 
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price  paid  is  basically  determined  by  the 
market. 

An  important  additional  consideration 
that  makes  jobs  more  or  less  attractive  to 
employees  is  the  prospect  of  promotion. 
If  employees  are  confident  they  can  expect 
promotion  that  properly  reflects  the 
increasing  productivity  that  accompanies 
the  accumulation  of  experience  and  skills 
(whether  by  formal  or  on-the-job  training 

-  O-^-l^'^^i^in^  by  doing),  they  will  have  a 
strong  incentive  to  work  hard  and  find 

-  ways  to- increase  their  productivity.  From 
the  firm's  point  of  view,  it  will  be 

-  -  xelatively  easy,  to  recruit -highly  motivated 

and  capable  personnel  if  prospects  for 
rapid  career  advancement  appear  bright. 

In  this  sense  the  career  trajectory  of 
employees  is  rather  like  the  evolution  of 
firms:  indeed,  the  employee  is  exactly 
analogous  to  a  firm  selling  services  to  a 
customer,  the  customer  in  question  here 
being  the  employer.  Employees  best  able 
to  convince  their  employer  that  they  have 
a  superior  'product'  to  sell  will  be  those 
that  obtain  the  most  rapid  promotions. 
Employers  that  do  not  want  to  be 
disappointed  will  take  care  to  appraise  the 
performance  of  current  employees,  to 
compare  this  with  that  of  their  peers,  and 
to  use  these  appraisals  as  important  inputs 
to  the  promotions  process. 

Human  Resource  Management  in 
Indonesia's  Civil  Service 

As  mentioned  above,  thinking  along 
these  lines  provides  an  explanation  for 
why  the  functioning  of  Indonesia's  civil 
service  leaves  so  much  to  be  desired,  and 


thus  puts  us  in  a  position  to  propose  a 
set  of  principles  to  guide  civil  service 
reform.  The  preceding  discussion  of  the 
process  of  competition  among  business 
enterprises  suggests  that  the  poor  per- 
formance of  the  Indonesian  bureaucracy 
can  be  explained  by  the  fact  that  it  has 
no  competitors,  it  has  comparators  in  the 
bureaucracies  of  other  countries,  of  course 
but  these  are  not  competitors  for  the' 
privilege  of  managing  the  Indonesian  eco- 
nomy and  polity,  and  so  they  "are  largely 
Ignored.  Absence  of  the  need  to  compete 
and  thus  to  improve  performance  conti- 
nuously has  led  to  significant  departures 
from  the  fundamental  principles  of  somid 
human  resource  management  that  we  see 
in  operation  in  the  profit-oriented  world 
of  business. 


First,  all  parts  of  the  Indonesian  bu- 
reaucracy have  a  very  rigid  organizational 
structure  in  which  the  number  of  positions 
at  each  level  in  the  hierarchy  is  fixed 
mechanically  by  formula,  rather  than  by 
reference  to  the  volume  of  work  required 
to  be  carried  out  at  that  level  (hence  the 
ubiquitous  gross  overstaffing  at  lower 
levels). 

Second,  there  is  very  little  by  way  of 
job  classification,  except  for  a  few  highly 
specialized  professions  such  as  medicine, 
which  means  that  there  is  little  matching 
of  professional  skills  and  qualifications  to 
the  tasks  to  be  carried  out  (hence  the 
frequent  occurrence  of  a  lack  of  requisite 
skills  at  higher  levels).  It  is  not  widely 
known  that  Indonesia  had  a  system  of 
classification  or  categorization  of  positions 
throughout  the  civil  service  until  very 
early  in  the  Soeharto  era,  when  this 
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system  was  dropped  in  fa\'or  of  a  military 
kind  of  organizational  structure  in  which 
new  recruits  were  not  differentiated  other 
than  by  the  level  of  education  attained 
(ADB  2004,  58).  Yet  there  is  a  considerable 
variety  of  types  of  work  to  be  done  in 
the  ci\'il  service  as  a  whole  and  within 
individual  ministries,  many  of  which 
require  specific  professional  skills,  it 
makes  no  sense  to  recruit  history 
graduates  if  what  is  required  is  engineers, 
so  it  is  hardly  sui-prising  that  many  people 
find  themselves  undertaking  work  for 
which  they  are  not  properly  trained. 
This  means  not  only  that  they  will  not  be 
able  to  do  their  jobs  well,_  but  also  that 
their  valuable  skills  will  not  be  fully 
utilized. 

Third,  the  incentives  for  good  perfor- 
mance on  the  part  of  civil  servants  are 
very  weak,  since  the^  current  approach 
ensures  that  they  face  no  competition  from 
outside:  almost  the  only  competition  is 
among  (not  from)  new  secondary  and 
tertiary  graduates  for  entry-level  positions. 
Incumbents  also  face  no  competition  from 
below,  as  individuals  can  only  be  pro- 
moted when  positions  become  vacant 
because  of  promotion,  relocation,  re- 
tirement, death  or  incapacitation  of  the 
previous  incumbent.  Moreover,  competi- 
tion for  vacant  positions  is  further  limited 
by  obstacles  to  moving  around  different 
parts  of  the  civil  service,  and  by  the 
imposition  of  seniority  (minimum  years  of 
service)  prerequisites,  the  effect  of  which 
is  to  reduce  the  number  of  individuals 
eligible  to  be  considered. 

Finally,  to  the  extent  there  is  compe- 
tition for  positions,  the  rules  of  the  game 


are  weak  and  the  playing  field  is  far  from 
level,  such  that  it  is  common  for  people 
to  seek  promotion  not  by  demonstrating 
superior  performance  than  their  peers  but 
by  ingratiating  themselves  with  their 
superiors  and  by  bribing  officials  who 
ha\'e  the  authority  to  make  the  appoint- 
ments in  question, 

THE  PROCESS  OF  ORGANIZATIONAL 
REFORM 

Tliere  is  of  course  no  scope  for  creating 
competition  for  the  central  government 
bureaucracy:  it  has  a  permanent  mono- 
poly. (By  contrast,  with  the  devolution  of 
many  functions  of  government  to  regional 
governments  ['decentralization']  in  2001 
the  opportunity  now  exists  for  provincial, 
district  and  municipal  governments  to 
compete  amongst  themselves  to  attract 
labor  and  capital  from  other  parts  of  the 
coi-mtry.)  Rather,  the  key  to  reform  is  to 
recognise  that,  as  with  all  other  organi- 
zations, the  performance  of  the  civil 
service  depends  on  the  performance  of  the 
individuals  that  comprise  it — and  that  this, 
in  turn,  depends  on  the  incentives  they 
face  and  on  their  capabilities  relative  to 
the  jobs  they  are  required  to  do. 

It  follows  that  the  most  promising  path 
to  reform  involves  trying  to  emulate  the 
human  resource  management  practices  of 
organizations  that  compete  strongly 
among  themselves— in  particular,  profit- 
oriented  businesses.  The  key  to  success  is 
human  resource  management:  putting 
superior  teams  of  individuals  together, 
and  providing  them  with  the  appropriate 
incentives  to  do  well.  The  way  to  do  this 
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is  wholeheartedly  to  embrace  the  notion 
of  creating  ongoing,  fair  and  vigorous 
competition  for  all  positions  within  the 
civil  service. 

Once  the  desirability  of  encouraging 
strong  competition  for  civil  service  pc^si- 
tions  is  accepted,  the  first  concrete  step 
in  civil  service  human  resource  mana- 
gement reform  is  to  document  all  the 
different  kinds  of  jobs  that  need  to  be 
•  undertaken  (as  distinct  from  those  that  ■ 
currently  exist)  in  each  part  of  the  bu- 
reaucracy. For  each  position,  the  skill  and 
experience    requirements    should  be 
described.  Next  is  to  determine  an  appro- 
priate salary  for  each  position,  based  on 
research  into  the  private  sector  labor 
market  directed  to  discovering  the  going 
rates  for  all  relevant  combinations  of  skills 
and  experience. 


The  end  result  will  be  a  complete 
listing  of  all  genuinely  needed  positions 
in  each  department,  together  with  their 
corresponding  salary  levels  or  raiiges.  This 
listing  would  replace  the  current  excee- 
dingly complex  and  non-h:ansparent  sys- 
tem, in  which  total  remuneration  has 
numerous  components  and  depends 
heavily  on  characteristics  of  the  indi- 
vidual—including educational  qualifica- 
tions, years  of  service  and  number  of 
dependants— as  well  as  the  characteristics 
of  the  position— most  importantly,  its  level 
in  the  hierarchy. 

Just  as  the  New  Public  Management 
approach  emphasizes  the  importance  of 
government  procurement  of  goods  and 
services  at  lowest  cost  (for  specified 
quality)  through  competitive  processes, 


efficiency  and  attention  to  the  interests  of 
the  general  public  require  that  the  govern- 
ment should  not  pay  more  than  necessary 
to  attract  people  with  the  necessary  skills 
and  experience.  They  also  require  that  the 
salaries  offered  are  in  line  with  what  is 
being  offered  by  the  private  sector,  in 
other  words,  salaries  should  be  diffe- 
rentiated by  the  type  of  qualification  and 
by  the  level  of  experience,  as  distinct  from 
the  number  of  years  of  service  and  the 
level  in  the  hierarchy.  A  person  who  has 
served  for  a  long  time  but  at  relatively 
low  levels  of  responsibility  should  not  be 
paid  as  much  as  someone  who  has  served 
successfully,  perhaps  for  a  shorter  time, 
but  at  a  higher  level  of  responsibility. 

This  requires  rethinking  what  consti- 
tutes 'fairness'  in  salary-setting  in  the  ci^-il 
service.  The  only  salary  structure  that  can 
be  called  'fair'  is  one  that  matches  what 
is  available  in  the  market.  Civil  sendee 
salaries  should  not  have  any  welfare 
payment  component  (that  is,  they  should 
not  include  a  subsidy  by  being  set  above 
market  rates),  nor  should  they  try  to  save 
money  by  being  set  deliberately  below 
market  levels.  This  is  false  economy: 
artificially   low   salaries   will  attract 
relatively  low  productivity  people,  or  they 
will  attract  those  whose  deliberate  in- 
tention is  to  engage  in  corrupt  activity  in 
order  to  achie\'e  at  least  what  tliey  could 
earn  outside  the  cix  il  ser\  ice.  In  both  cases 
the  sa\'ing  in  salaries  is  offset  by  some 
combination  of  low  productivity  and 
'leakages'. 

In  short,  it  is  fair  if  eveiybody  in  the 
society  has  the  right  to  offer  himself  or 
herself  for  employment  in  the  civil  service. 
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By  contrast,  it  is  not  fair  if  people  already 
in  the  service  are  protected  from 
competition  from  outsiders  who  may  be 
prepared  to  work  harder,  who  may  have 
taken  the  trouble  to  acquire  higher 
qualifications,  or  who  for  other  reasons 
may  be  more  capable.  By  increasing 
salaries  to  market  levels  it  will  be  possible 
to  dispense  with  the  convenient  but 
usually  false  notion  that  incumbent  civil 
servants  are  making  big  sacrifices  and 
therefore  deserve  to  be  protected  in  their 
positions.  Nobody  will  be  expected  to 
make  an)'  sacrifices,  so  nobody  will  have 
any  grounds  for  claiming  special 
treatment.  -. 

Tlie  next  step  in  civil  service  human 
resource  management  reform  is  to 
compare  what  is  needed  with  what  is 
already  available.  On  the  basis  of  first 
hand  observation  oi.the  Indonesian 
bureaucracy  over  nearly  three  decades,  the 
author  believes  the  following  will  be 
found: 

•  a  surplus  of  employees  in  many 
positions  as  a  result  of  a  promotions 
process  that  treats  promotion  as  a  right 
rather  than  something  to  be  earned 
through  superior  performance,  and 
organisational  structures  that  take  no 
account  of  the  number  of  people 
actually  needed  to  do  each  kind  of 
work  within  the  organisation; 

•  a  relatively  large  number  of  individuals 
who  have  been  promoted  into 
particular  positions  simply  because 
they  have  the  requisite  formal  quali- 
fications and  a  sufficient  level  of 
seniority,  and  yet  who  are  incapable 
of  filling  these  positions  adequately; 


•  many  other  individuals  who  are 
deserving  of  promotion  to  higher 
positions  but  who  have  been  held  back 
by  lack  of  seniority  or  lack  of  formal 
qualifications;  and 

•  a  lack  of  needed  skills  and  experience 
in  key  areas,  especially  at  the  higher 
levels.' 

On  the  basis  of  this  'stocktake'  of  hu- 
man resource  requirements  and  availabi- 
lity, the  next  phase  of  the  reform  process 
entails: 

•  promoting  individuals  who  appear  to 
be  capable  of  performing  well  at  levels 
higher  than  their  current  positions; 

•  recruiting  individuals  from' outside  to 
fill  human  resource  gaps  if  the  appro- 
priate people  are  not  available  from 
within;  and 

•  encouraging  the  departure  of  indi- 
viduals who  are  surplus  to  require- 
ments, including  those  previously 
promoted  to  levels  beyond  their 
capabilities. 


1  The  author  recently  had  the  opporttinity 
to  obser\'e  directly  some  of  these  realities  when 
working  briefly  with  an  Indonesian 
government  agency  whose  workload  has 
increased  dramatically  with  the  advent  of 
decentralization.  Lack  of  recruitment  to  jtmior 
levels  over  many  years  has  left  the  agency 
with  a  severe  lack  of  staff  with  requisite 
professional  skills  at  higher  levels.  But  the 
constraints  on  recruitment  from  outside  and 
on  rapid  promotion  from  within  mean  that 
these  positions  cannot  be  filled,  implying  that 
the  agency  itself  faces  enormous  difficulty  in 
expanding  its  role.  At  the  same  time,  a  visit 
to  the  agency's  training  centre  revealed  that  it 
had  literally  scores  of  administrative  support 
staff,  yet  only  four  full-time  traiiiers. 
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Obviously  it  is  no  easy  matter  to  rid 
the  organization  of  employees  wiio  are  not 
needed,  or  to  change  a  system  in  which 
people  are  accustomed  to  think  of  regular 
promotions  as  their  entitlement,  even 
though  both  changes  are  clearly  in  the 
interests  of  the  general  public.  But  tiiis  is 
not  something  that  has  never  been  done 
before.  The  process  of  turning  around  any 
underperforming  organization  typically 
requires  dealing  with  precisely  these  kinds 
of  issues.  Radical  change  of  this  nature 
.  usually  requires  .the  appointment  of  .a 
person  at  the  apex  of  the  organization  in 
question  with  demonstrated  strong  mana- 
gement and  leadership  skills,  who  is  given 
the  responsibility  for  restructuring,  along 
with  the  autonomy  to  push  ahead  relati- 
vely free  from  outside  interference.  Again, 
lessons  can  be  learned  from  the  experience 
of  competitive  business  enterprises. 

Consider  the  relatively  recent  restruc- 
turing of  the  then  highly  unprofitable 
national  airline,  Garuda,  and  the  merger 
of  four  large  and  insolvent  state-owned 
banks  to  form  Bank  Mandiri.  In  both 
cases,  the  government  brought  in  Robby 
Djohan,  a  highly  respected  CEO  from  the 
(private)  banking  sector,  to  restructure 
these  very  large  enterprises  (Djohan,  no 
date).   Djohan  was  given  near  total 
freedom  to  do  what  he  felt  was  necessary 
to  turn  these  firms  around.  In  both  cases 
he  did  so  successfully  by  installing  his 
own  top  management  team,  selecting  the 
best  people  within  the  organisations  to  fill 
the  remaining  positions,  and  providing 
generous  voluntary  retirement  packages  to 
other  employees  no  longer  needed.  He 
was  able  eventually  to  obtain  the  support 


of  those  being  let  go,  not  to  mention  those 
being  rewarded  by  way  of  promotion  into 
positions  of  greater  responsibility.  These 
examples  show  that  radical  surgery  on  the 
workforces  of  state  enterprises— having  a 
great  deal  in  common  with  the  civil 
service— is  politically  feasible  in  the 
Indonesian  context. 

Having  said  that,  it  should  also  be 
noted  that  both  organizations,  no  longer 
under  Djohan's  leadership,  have  sub- 
sequently fallen  on  hard  times,  which  is 
a  reflection  of  the  desirability  of  pri- 
vatization (the  logical  extreme  extension 
of  the  New  Public  Management  approach 
applied  to  state-owned  enterprises).  This 
suggests  that  further  steps  need  to  be 
taken  to  ensure  that  initial  gains  from 
reconstituting  the  workforce  in  each  part 
of  the  public  sector  can  be  sustained. 

SUSTAINING  HIGH  PERFORMANCE 

Beyond  the  initial  restructuring,  sus- 
tained reform  requires  implementation  of 
a  system  that  is  as  competitive  as  possible: 
one  that  is  open  to  competition  from  be- 
low and  from  outside.  Broadly  speaking, 
each  position  should  be  contestable  bv 
anyone.  Current  civil  servants  should  be 
able  to  apply  for  different  positions 
regardless  of  their  level  of  seniority;  and 
recruitment  from  outside  should  not  be 
restricted   only   to   filling  base  level 
positions  with  new  graduates  from  hiiih 
schools  and  tertiary  education  institutions, 
but  should  encompass  the  recruitment  at 
higher  levels  of  older  workers  whose 
experience  has  been  gained  in  the  private 
sector,  ill  academia,  or  wherever. 


PRIVAT  SECTOR  LESSONS  FOR  PLIinJC  SECTOR  REFORM  IN  INIX^NESIA 


327 


Of  fundamental  importance  here  is  a 
set  of  rules  of  the  game  that  make  the 
competition  fair,  combined  witli  me- 
chanisms for  enforcing  those  rules.  This 
is  basically  about  transparency  and 
accountability.  Positions  should  be  openh' 
advertized;  applications  should  be 
properly  recorded;  selections  should  be 
determined  by  small  committees  (in- 
cluding at  lease  one  'outsider')  rather  than 
by  individuals;  the  reasons  for  choosing 
particular,  applicants  and  not  others 
should  be  documented;  and  unsuccessful 
applicants  should  ha\'e  the  right  of  appeal 
to  a  higher  authority.  The  function  of  the 
la  iter  in  such  cases  is  to  rev  iew  all  of  the 
documentation  and  trv  to  ensure  that  liie 
only  consideration  in  choosing  -  the 
successful  applicant  has  been  the  attempt 
to  get  the  best  available  person  for  the 
job  in  question,  gi\en  the  salar\  tin  offer. 

To  the  extent  that  applicants  ci>me 
from  outside  the  cix'il  serxice  it  will  be 
necessary  for  them  to  demonstrate  the 
adequacy  of  their  qualifications  and  skills, 
and  to  fiwnish  references  from  past 
employers.  Again,  all  of  this  will  need  to 
be  documented  On  the  other  hand,  for 
indi\-iduals  seeking  promotions  or  lateral 
movements  within  the  ci\il  service,  re- 
cords will  need  to  be  kept  of  those  indi- 
viduals' working  experience  and  perfor- 
mance appraisals.  Performance  appraisals 
will  be  required  to  be  undertaken  at 
regular  intervals  by  the  individual's 
superior  officer,  and  the  indi\^idual  should 
have  the  right  to  see  tliese  appraisals  and 
to  comment  on  them  and  contest  them, 
again  by  appeal  to  a  higher  authority.  The 
objective  in  all  this  is  to  ensure  that 


indi\ iduals'  work  is  honesth  and 
a  d  eq  u  a  te  1  v  a  p  p  ra  i  sed . 

These  kinds  of  systems  have  been 
dex'eloped  in  government  organizations  in 
other  countries  and  in  larire  business 
•  •nterprises  fr»im  which  muih  can  be 
learned.  Presumablv  there  is  no  such  thiii'^i 
as  the  perfect  s\-stem,  but  there  can  be 
little  doubt  that  some  systems  are  much 
closer  to  perfection  than  others.  The  aim 
should  be  to  emulate  s\'stems  that  appear 
to  function  well  in  other  organisations, 
with  due  regard  for  the  local  context. 

SUMMARY 

The   ke\-   points  ot   the  argument 
presented  here  in  relation  to  ci\  il  .service 
reform  in  Indonesia  are  as  lolltn\s:  First, 
economic  performance  ox  erall  depends,  to 
a  significant  extent,  on  the  ectmomic 
policies  designed  by  gtnernments  and 
bureaucracies  in  the  countries  in  question. 
Whether  sound  policies  are  chosen,  and 
then  designed  and  implemented  properly 
depends,  lo  a  significant  extent,  on  the 
quality  of  the  civil  service.  As  with  all 
other  organisations,  the  performance  of 
the  ci\il  .ser\-ice  depends  on  the  perfor- 
mance of  the  individuals  that  comprise  it, 
which,  in  turn,  depends  on  the  incentives 
they  face  and  on  their  capabilities  relative 
to  the  jobs  they  are  required   to  do. 
Performance   of   indix'iduals    can  be 
improved — and  indeed  maximized — if  the 
guiding  principle  of  personnel  mana- 
gement is  to  encourage  strong  competition 
for  positions  within  the  civil  service,  thus 
emulating  tTie  practices  of  successful  bu- 
siness enterprises  and  of  governments  in 
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othei-  countries  thiil  have  embmced  New 
Public  Management  approaches.  A 
commitment  to  competition  needs  to  be 
supported  by  a  clear  set  of  rules  go- 
verning that  competition,  and  by 
provisions  for  enforcement  of  those  rules: 
the  conipetiiiua  nuisl  be  fair. 

Second,    the    present    system  of 
persomiel  management  within  Indonesia's 
civil  ser\ice  departs  significantly  from 
these  basic  principles,  which  largely 
explains  why  its  performance  is  clearly 
sub-standaiK:i.  All  part's  of  the  bureaucracy 
have  a  very  rigid  organisational  structure, 
m  which  the  number  of  positions  at  each 
le\-el  in  the  hierarchy  is  fixed  by  a  me- 
chanistic formula,  not  by  reference  to  the 
volume  of  vvoi-k  required  to  be  caiTied 
out  at  that  le\'el.  There  is  \-ery  little  by 
way  of  job  classification  in  the  civil  ser\'ice 
except  for  a  few  highly  specialized  pro- 
fessions, which  means  that  there  is  little 
matching  of  professional  skills  and  qua- 
lifications to  the  tasks  to  be  carried  out. 
Civil    service    incumbents    face  no 
competition  from  outside.  The  only 
competition  is  among  new  secondary  and 
tertiar}^  graduates  for  entry-level  positions. 

Civil  service  officials  face  no  com- 
petition fro.m  below,  since  individuals  can 
only  be  promoted  when  positions  become 
vacant  following  the  promotion,  relocation, 
retirement,  death  or  incapacitation  of  the 
previous  incumbent.  Competition  for 
vacant  positions  is  limited  not  only  by  the 
ban  on  recruitment  from  outside  the  civil 
service  but  also  by  obstacles  to  moving 
around  different  parts  of  it,  and  by  the 
imposition  of  seniority  requirements  to 
limit  the  number  of  individuals  eligible 


10  be  considered.  To  the  extent  there  is 
competition  for  positions,  the  rules  of  the 
game  are  weak  and  poorly  enforced,  such 
that  it  is  common  for  people  to  seek 
promotions  by  ingratiating  themselves 
with  their  superior  officers  and  by  bribing 
officials  that  have  the  authority  to  make 
the  appointments  in  question. 

On  the  basis  of  these  arguments  and 
observations  it  is  the  author's  view  that 
■the  key  to  reform  of  Indonesia's  civil  ser- 
vice, and  therefore  to  maximizing  the 
contribution  of  the  public  sector  to  Indo- 
nesia's development,  is  to  extend  New 
-  Public  Management  approaches  regarding 
the  procurement  of  goods  and  services  to 
the  sphere  of  human  resource  mana- 
gement, by  encouraging  vigorous  and  fair 
competition  for  positions  within  the  civil 
service. 
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Indonesia's  Competitiveness 
in  Japanese  Market 


Moekti  P.  Soejachmoen 


INDONESIA'S  EXPORT  TO  JAPAN 
AND  WORLD  MARKETS 


J 


APAN  is  one  of  the  main  export 
destinations  of  Indonesian  products 
with  increasing  export  value  from 


US$12.9  billion  in  1996  to  US$18  billion 
m  2005  and  annual  growth  of  4%.  The 
highest  export  value  in' the  last  ten  years 
was  in  2000  with  total  export  of  US$  14  2 
billion  and  the  share  of  Indones 
to  Japan  was  20%  in  a 


Graphl:  Indonesia's  Export  to  Japan  and  World, 


la  export 
verage  except  in 


1996  -  2005  (US$  million) 
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2004  where  the  export  share  decline  to 
15%.  The  high  share  of  Indonesia  export 
to  Japan  is  one  reason  for  conducting  a 
study  on  the  competitiveness  of  Indonesi 
export  in  Japan  market,  which  in  h.irn  can 
be  used  as  a  reference  in  determining 
Indonesia  export  strategies. 

INDONESIA'S  EXPORT  TO  JAPAN  BY 
COMMODITIES 

Indonesia  export  to  Japan  has  been 
dominated  by  oil  and  gas  sector  especially 
natural  oil.  From  US$  18  billion  of 
Indonesia  export  to  Japan  in  2005,  mineral 


products  contributed  around  US$  10 
billion  (59  percent),  while  basic  metal  and 
machinery  contributed  US$  1.5  billion  (8%) 
respectively.  Between  period  of  1996-2005 
structure  of  export  to  Japan  has  changed 
as  shown  in  Graph  2  below.  Wood 
products  which  were  major  export 
commodity  to  Japan  in  1996  with  export 
share  of  35%  continue  to  decline  to  12% 
in  2005.  While  products  of  metal  and 
machinery  which  contributed  only  8-9% 
of  non  oil  export  in  1996,  became  a  major 
export  commodity  in  2005  with  21% 
contribution.  Change  in  export  structure 
can  be  attributed  to  several  factors;  among 


Tabel  1:  Indonesia's  Export  by  Commodities,  1996  -  2005  (US$  million) 


Section 

1996 

1997 

1998 

1  999 

2000 

2001 

2002 

2003 

2004 

2005 

1 

Livs-  nnifn  fl's :  animal 
pfoducis 

378 

898 

!il59 

BS9 

76  1 

7  33 

7  03 

fi26 

565 

.539 

Veqelahle  prodlicSs 

147 

125 

121 

128 

102 

73 

73 

79 

9.5 

106 

3 

Ammii!  or  vegetable  fals 
and  oilK  and  thfjir 
cleavaqe 

12 

7 

5 

5 

7 

-1 

6 

3 

10 

7 

4 

Prepared  foodsiuffs;  ^ — - 

81 

6  6 

68 

71 

7  0 

66 

7  1 

70 

77 

93 

5 

Mineral  ijrtjducts 

■  6.900 

6.61  i 

4.532 

6.57  1 

6,03.1 

7.246 

B.BSf, 

7.733 

3,2  03 

10,561 

5 

Products  of  the  chain  ical 
or  allied  industries 

1  A  1 

143 

136 

149 

180 

1  53 

166 

214 

232 

26B 

7 

Plasties  and  articles 
thereof; 

2:36 

188 

1  08 

204 

322 

319 

427 

526 

7  15 

888 

e 

Raw  hifies  and  skins, 
leather.  furs'Kins  and 
articles  th'C-reof;  sarjdlery 
and  iiarness: 

33 

15 

8 

1  3 

1  9 

2  9 

I  7 

1  3 

1  3 

16 

9 

Wood  and  arlicles  of 
wood;  wood  ciiarcoai; 

2.059 

1 .698 

7  29 

1.192 

1.103 

1  .083 

1.04  7 

955 

1  ,046 

891 

10 

.^ulp  of  woofi  or  of  other 
fibrous 

79 

74 

1  20 

130 

30  S 

332 

340 

368 

3  82 

376 

1  1 

Textiles  and  te;<tile 
articles 

573 

425 

3  04 

462 

466 

371 

J26 

472 

475 

12 

Footwear,  headgear, 
umtirellas,  sun  umhrellHs 

14  2 

97 

79 

B9 

7  4 

69 

7  0 

71 

77 

1  3 

Articles  of  stone,  plaster, 
centent.  asbestos. 

19 

10 

7 

3  0 

3  4 

33 

3S 

49 

53 

7  7 

14 

Natural  or  cultured  pearls, 
precious  or 

11 

1  7 

22 

16 

B1 

55 

10 

18 

1  0 

S 

15 

Base  metals  and  articles 
of  tj a s e  metal 

528 

506 

309 

52  1 

694 

6/1 

44  S 

S46 

1  270 

1.57.5 

16 

Machinery  and 

tn  ech  an  real  ;i  oolia  noes  j 

4  913 

575 

707 

698 

1,612 

1  .350 

1.135 

1  ,310 

1 ,5  0  2 

1  ,573 

17 

Vehicles  aircralt  vessels 
and  dssocialed 

23 

19 

45 

5  5 

76 

65 

93 

105 

1  4  0 

20  4 

IS 
19 

Oiilical,  photographic, 
cinem  afographic, 
measuring,  checking, 
precision ,  rn  ediciil 
Arms  and  ammuntlirjn. 

68 
0 

96 

67 

74 

93 

9<) 

92 

88 

87 

34 

20 

Miscellaneous 

m  anu f.ictiire rl  articles 

359 

0 

187 

0 
92 

0 

22  5 

0 

28  1 

0 

260 

0 

245 

0 

234 

0 

234 

0 

238 

21 

W  orks  of  art,  cotieclurs' 
pieces  find  antiques 
Total 

0 

12,865 

0 

11,760 

3 

a,]69 

0 

1  0,284 

1 

14,41  3 

0 

13,010 

1 

1  2,043 

1 

1  3,602 

0 

10,274 

0 

18,049 

Source:  Comtrade  Data,  UN,  calculated 


others  are  changes  in  industrial  pattern 
in  Indonesia,  changes  in  competitiveness 
of  Indonesia  export  products  and  changes 
in  Japan's  market. 

This  paper  discusses  the  competiti- 
veness of  Indonesian  products  in  Japan 
market  using  Constant  Market  Share 
Analysis  (CMSA)  which  calculates  change 
in  Indonesia  market  share  in  Japan  which 
can  be  decomposed  into  three  factors,  i.e. 
competitiveness  factor,  initial  factor  and 
adaptation  factor.  As  listed  in  Table  2 
below,  Indonesia  export  products  which 
experienced  increase  in  market  share  for 
1999-2004  periods  are  mineral  products, 
rubber  and  plastics,  basic  metal  and 
products,  wood  pulp,  and  vehicles.  On  the 


other  hand,  products  which  experienced 
decline  in  export  share  are  machinery  and 
mechanical  equipments,  other  manufac- 
tured products,  textile  and  textile  pro- 
ducts, live  animal  and  products,  and 
wood  products.  This  condition  is  con- 
sistent with  development  of  Indonesia 
export  to  Japan  as  shown  in  the  previous 
table. 

Tlie  change  in  market  share  in  Japan 
was  mostly  caused  competitiveness  factor, 
except  for  mineral  products  where  initial 
factor  (product  and  market  determination) 
is  more  dominant  as  compared  with  other 
two  factors.  Therefore,  the  analysis  will 
only  be  focused  on  one  index  in  the 
CMSA,  namely  Competitiveness  Index 
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which  measures  the  change  in  market 
share  of  Indonesia  products  in  Japan 
market  which  was  calculated  by  multiply 
the  change  in  market  share  of  hidonesia 
export  with  Japan  total  import.  In  addition 
to  the  competitiveness  index,  two  other 
indicators  will  also  be  used;  juarkol  pe 
netration  and  market  size.  Market  pene- 
tration measures  share  of  Japan  import 
from  Indonesia  for  particular  product  to 
total  Japan  import  for  that  product,  while 
market  size  measures  share  of  Japan 
import  of  particular  prodvict  to  total  Japan 
import.  COMTRADE,_HS  1996  for  4  digit 
data  for  1999-2004  is  used  as  the  basis 
for  the  analysis.  Since  import  data  is 
usually  more  consistent  than  export  data, 
it  will  be  used  as  mirror  figure  in  cal- 
culating the  above  indicators.  We  do  not 
use  2005  import  data  since  not  all 
countries  have  reported  the  data  therefore 


the  world  import  data  might  be  under- 
valued. 

Competitiveness  of  Agriculture  Products 
(HS  Section  1-4  ,  or  HS  Chapter  1-24) 

A\grirnltiiiv  Products  cover  products  in 
Section  1-4  or  Chapter  J -24.  Performance 
of  Indonesia's  export  to  Japan  for  1996- 
2005  showed  significant  decline  especially 
in  Section  1:  Live  animals  and  products. 
This  category  has  significant  contribution 
in  1996  (around  16'/o)  but-  then  continued 
to  decline  until  reached  7%  in  2005. 
Meanwhile  Section  2-3  relatively  un- 
changed for  period  1996-2005. 

The  bubble  chart  provides  a  better 
picture  of  Indonesian  major  exports,  the 
top  ten  products  with  highest  market 
penetration.  The  X  axis  is  the  Compe- 
titiveness Index  for  Indonesian  products 


Table2:  Constant  Market  Share  Analysis,  1999-2004 


Section 
HS 

Description 

Com  petitive 

Initial 

Adapt 

Total 

1 

Live  animals:  animal  products 

-0,000492)7 

-0,000fi4037 

0,00016284 

-0  00!  159  71 

2 

Vegetable  products 

-0,00022127 

-0,0001  !013 

0,00004742 

-0  00028398 

3 

Animal  or  vegetable  fats  and  oils  and  their 
cleavage 

-0,00001200 

-0  00000203 

0.000001 17 

-0.00001285 

4 

Prepared  foodstuffs: 

-0,00012554 

-0  00012524 

0,00002143 

-0,00022935 

5 

Mineral  products 

-Q,004472.i0 

0.00882888 

-0  00194427 

0,00241222 

6 

Products  of  ttie  chemical  or  allied  industries 

0,00012469 

-0  00000189 

0,0001 1417 

7 

Plastics  and  articles  thereof: 

0,00074390 

0.00007411 

0.00006001 

0.00087802 

8 

Raw  hides  and  skins,  leather,  furskins  and 
articles  thereof;  saddlery  and  harness; 

-0  00002447 

-0  0O0O0S17 

0.00000275 

-o,oooa2yay 

9 

Wood  and  articles  of  wood;  wood  charcoal; 

-0  00044676 

-0  00138873 

0,00012620 

•  0  00170935 

10 

Pulp  of  wood  or  of  other  fibrous 

0.00074857 

-0  00009525 

-0  000120:^3 

0.00053309 

11 

Textiles  and  textile  articles 

-0,00046608 

-0.0002725fi 

0,00007170 

12 

Footwear,  headgear,  umbrellas,  sun 
umbrellas. 

0,00002413 

-O.OOOOSi's :.';;! 

■0.00000529 

-0.00003954 

13 

Articles  of  stone,  plaster,  cement,  asbestos. 

0.00002045 

0,00000079 

0,00000017 

0.00002141 

14 

Natural  or  cultured  pearls,  precious  or 

-0,0000(3407 

-0,0000'in  1 :', 

0.00001264 

■C  .}00-53!; 

15 

Base  metals  and  articles  of  base  metal 

0,00071925 

0.00027757 

0.0001 1  180 

0,001 10862 

16 

Machinery  and  mechanical  appliances; 

^  0,00023231 

0.00005581 

0.00000326 

0.00029139 

17 

Vehicles,  aircraft,  vessels  and  associated 

0,00015738 

-0,00003388 

-0,00003  133 

0.00009216 

18 

Optical,  photographic,  cinematographic, 
measuring,  checking,  precision,  medical 

-0,00000415 

-0,00000558 

0,00000133 

-0  '11.10!  )0;?M  1 

19 

Arms  and  ammunition; 

0,00000000 

0.00000000 

0,00000000 

0,00000000 

20 

Miscellaneous  manufactured  articles 

-0.00035343 

-0.00008952 

0,00003297 

-0,00040998 

21 

Works  of  art,  collectors'  pieces  and  antiques 

-0,0000?  3  i'fi 

-0  00001 

0.00001302 

-0  O00(!23,51 

Total 

-0.00402553 

0.00613923 

-0,00143430 

0.00067939 
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in  the  Japanese  market  and  the  Y  axis 
shows  the  Competitiveness  Index  lor 
hidonesian  products  in  the  world  market. 
For  both,  the  Competitiveness  Index  (JPN) 
and  the  Competitiveness  hidex  (WLD) 
negative  xvilues  (white  bubble)  indicated 
ihai  the  particular  commodities  were  not 
competitix'e  in  the  particular  markel,  while 
positive  values  (blue  bubble)  indicated 
that  the  particular  commodities  were 
competitive.  The  bubble  chart  in  Graph  3 
was  divided  into  four  quadrants,  namely: 

1.  Competitive  in  both  markets 
(Quadrant  1),  products  that  fall 
into  this  category  are  competitive 
in  the  Japan  and  the  world 
market. 

2.  Competitive  in  Japan,  Not  Com- 
petitive in  the  World  (Quadrant 


2),  products  which  fall  into  this 
category  are  competitive  in  the 
Japan  market  but  not  in  the  world 
market. 

3.  Not  competitive  in  both  markets 
(Quadrant  3),  products  that  fall 
into  this  category  are  not 
competitive  in  either  Japan  or 
world  market. 

4.  Not  competitive  in  Japan,  Com- 
petitive in  the  World  (Quadrant 

■  4),  products  that  are  not  com-  ' 
petitive  in  the  Japanese  market, 
but  competitive  In  the  world 
market 

As  shown  in  Graph  3  below,  almost  ' 
all  Indonesian  agriculture  export  which 
have  high  market  penetration  in  Japan 
have  loosed  their  competitiveness  in  Japan 


Graph  3:  Agri..  Hure  Products:  Japan  markefgrowth  for  10  products  with  highest 
market  penetration,  2004  "ignest 
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market  although  some  products  which 
were  uncompetitive  in  Japanese  market 
were  competitive  in  the  world  market. 
Agriculture  products  which  still  have 
positive  competitiveness  in  Japanese 
market  are:  Pepper  (HS  090411)  and  Gly- 
cerol, crude  (HS  152000),  but  unfortunately 
the  markets  for  both  products  in  Japan 
were  declining  and  relatively  small. 
Meanwhile  products  with  positive  market 
growth:  Germ  of  cereals  (HS  110439)  and 
Other  (140290)  no  longer  competitive  in 
Japan  market. 

With  this  condition,  the  prospects  of" 
Indonesian  agriculture  products  are  not 
vei"y  promising.  Products  which  were 
considered  as  prospective  in  Japan  market 
such  as  tuna  and  fresh  fish  turned  out 
not  competitive  both  in  Japan  and  world 


markets  and  their  market  growth  were 
also  decliiiing. 

Competitiveness  of  Plastics  and  Rubber 
Products  (Hs  Section  7  or  Chapter  39-  40) 

Indonesia's  plastics  and  rubber 
products  experienced  high  increase  in 
export  share  for  the  1996-2005  period.  In 
1996,  the  export  share  of  plastics  and 
rubber  products  to  Japan  is  only  4%  of 
total  Indonesian  export  to  Japan  and  in 
2005  the  figure  tripled  to  12%  with  3% 
annual  growth. 

Based  on  the  Constant  Market  Share 
as  shown  in  Table  2,  the  increase  in 
market"  share^  resulted,  from  all  three 
indexes  in  CMSA  namely  competitive, 
initial,  and  adaptation  indexes.  Product 
with  the  highest  competitiveness  both  in 


Graph  4:  Plastic  and  Rubber:  Japanese  market  growth  for  10  products  with  highest 
market  penetration,  2004 
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Japan  and  world  markets  is  Natural 
rubber  in  other  forms  (HS  400122)  with 
growing  market.  Other  rubber  and  plastics 
products  which  were  competitive  in 
Japanese  market  and  have  positive  market 
growth  are  Pohjcthylene  terephtalnte  (HS 
390760)  and  Pol i/cabo miles  akhjd  resins  (HS 
390261).  Other  products,  such  as  Trans- 
mission belts  or  belting  (HS  401021),  Of  i^ind 
used  on  bicycles  (HS  401150)  and  Reservoirs, 
tanks,  vans  and  similar  (HS  392510)  are 
competitive  in  Japan'  market  "but  with 
declining  market  growth. 

Competitiveness  of  Wood  Product 
(HS  Section  9  or  Chapter  44-46) 

Similar  to  agriculture  products,  wood 
products  also  experienced  significant 
decline  in  both  export  value  and  export 
share  from  US$  2  billion  in  1996  to  only 


US$  90  billion  in  2005  or  declining  more 
than  half,  while  the  export  share  declined 
from  34%  in  1996  to  12%  in  2005.  Decline 
m  export  share  was  accompanied  by  the 
declined  in  import  market  share  in  Japan 
and  it  was  the  biggest  decline  in  market 
share  among  Indonesian  export  products 
which  was  caused  by  the  declining  of 
Indonesian    wood    products  compe- 
titiveness. 

■  Commodity  wise,-  Indonesian  wood 
products  which  have  positive  competi- 
tiveness in  Japanese  market  are  Of  tropical 
loood  (HS  440729),  and  Pallets,  box  pallets 
and  others  loading  (HS  441520)  but  un- 
fortunately the  growth  of  import  market 
for  those  commodities  were  negative.  Other 
product  with  positive  market  growth  but 
negative  competitiveness  is  Other  con- 
taining at  least  one  layer  (HS  441293). 


Graph  5:  Wood  Products:  Japanese  market  growth  for  10  products  with  highest 
market  penetration,  2004 
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In  addition  to  the  decline  in  its  compe- 
titiveness, wood  products  from  Indonesia 
also  face  illegal  logging  and  standardi- 
zation problems.  Many  companies  in 
Japcm  questioned  the  source  of  wood  pro- 
ducts, whether  it  is  legal  or  illegal.  They 
want  to  ensure  that  all  wood  products 
entering  Japan  market  are  legal.  Another 
non  tariff  measures  faced  by  this  section 
is  standardization  issued  by  Japan  Agri- 
cultural Standard  (JAS)  on  Indonesian 
plywood,  With  Jhis  certification  requi- 
rement, production  cost  increases  around 
2  million  yen  for  certification  and  1.7 
million  yen  for  maintenance.  This  non 
tariff  measures  also  applied  to  Wood  in 
the  rough,  whether  or  not  (HS  4403). 


Competitiveness  of  Wood  Pulp 
(HS  Section  10  or  Chapter  47-49) 

Different  from  wood  products  which 
lose  their  competitiveness  in  Japanese 
market,  wood  pulp  products  still  enjoy 
growing  market  share  in  Japan  mainly 
caused  by  the  increase  in  competitiveness. 
Export  of  wood  pulp  products  increased 
significantly  from  US$  89  million  in  1996 
to  US$  376  million  in  2005  and  its  share 
to  total  non  oil  export  also  increased  from 
1.3%  in  1996  to  5%  in  2005.  ' 

From  ten  products  with  highest  market 
penetration  in  Japanese  market,  five  of 
them  have  positive  competitive  index  in 
both  Japanese  and  world  markets  and  also 


Graph  6:  Wood  Pulp:  Japanese  market  growth  for  10  products  with  highest  market 
penetration,  2004 
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have  positive  market  growth.  Product 
with  highest  competitive  index  is  Other 
paper  mid  pnperboard  (HS  480252),  t'ollows 
by  Others  (HS  482390),  Toilet  or  facial  tissue 
stock  (HS  480300),  and  Giirunied  or  adhesive 
paper  (HS  482311  and  HS  481121). 

Although  there  are  no  trade  barriers 
in  term  of  import  tariff  for  these  com- 
modities, export  of  books  and  magazines 
to  Japan  face  non  tariff  barriers  which  are 
not .  transparent.  In  Japan,  some  private 
publishing  companies  use  non  market 
.  exchange  rate  conversion  factor  when 
importing  books  and  magazines  which 
resulted  in  higher  imported  book  prices 
in  Japan. 

Competitiveness  of  Textile  and  Textile 
Products  (HS  Section  11  or  Chapter 
50-63) 

Textile  and  textile  products  are  main 
Indonesia  export  commodities  to  Japan 
with  export  value  of  US$  573  million  in 
1996  but  then  declined  to  US$  475  million 
in  2005.  Export  share  of  Indonesia  textile 
and  textile  products  also  decliiied  from 
around  10%  in  1996  to  6%  in  2005,  similar 
to  the  decline  in  market  share  caused  by 
decline  in  its  competitiveness. 

Textile  markets  in  Japan  have  reached 
their  maturation,  therefore  demand  for 
textile  is  relatively  constant  from  year  to 
year.  However,  new  opportunities  arise 
with  the  removal  of  textile  quotas  in  some 
developed  countries  which  change  the 
export  destination  of  Asian  countries  from 
Japan  to  those  developed  countries.  China 
might  decrease  its  export  to  Japan  and 
relocate  their  exports  to  other  countries. 


Indonesia  should  grasp  this  opportunities 
and  not  letting  Thailand  which  has  similar 
comparative  advantages  with  Indonesia  to 
take  over  China  market  share  in  Japan. 

From  Graph  7  below,  almost  all  textile 
and  products  textile  which  are  competitive 
in  Japanese  market  have  to  face  declining 
market  growth.  The  most  competitive 
product  in  Japanese  market  is  Other  yarn, 
of  polyester  staple  fibre  (HS  550951)  but  it 
faces  declining- market  growth  in  Japan 
and  is  not  competitive  in  the  world 
market.  Meanwhile,  products  which  are 
competitive  in  both  Japanese  and  world 
-market  but  face"  declining  market  in  Japan 
are  Containing  85%  or  more  by  weight  (HS 
550931  and  551611),  Unbleached  or  bleached- 
3  thread  (HS  551411).  Other  products  such 
as  Other  -  unbleached  and  bleached  (HS 
551691),  Of  polyester  staple  fibre  (HS 
551512),  Other  yarn,  of  acrylic  or  modacrylic 
(HS  550969)  and  Unbleached  or  bleached  - 
3  thread  (HS  551412)  are  competitive  and 
face  growing  market  m  Japan. 

With  the  above  situations  where  some 
products  are  competitive  but  facing 
declining  market  or  not  competitive  but 
facing  growing  markets,  Indonesian  textile 
producers  have  two  options  to  increase 
Indonesian  textile  export  to  Japan,  i.e., 
increase  their  market  share  of  products 
facing  declining  market  or  switch  to  other 
products  with  positi\'e  market  growth. 

In  the  short  term,  maintaining  and 
increasing  export  of  products  with  high 
market  penetration  is  sufficient  since 
changing  to  new  products  need  new 
investment,  technology  and  market 
information.  However,  Indonesia  exporter 
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Graph  7:  Textile  and  Textile  Products:  Japanese  market  growth  for  10  products  with 
highest  market  penetration,  2004 
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should  start  considering  switching  their 
products  to  anticipate  continuing 
glooming  textile  market  in  Japan. 

Competitiveness  of  Base  Metals  and 
Articles  of  Base  Metal  (HS  Section  15  or 
Chapter  72-83) 

Base  metals  and  articles  of  base  metal 
showed  significant  export  growth  during 
1996-2005  periods  from  US$  530  million 
to  LJS$1.6  billion  (with  22%  growth  per 
annum)  and  its  market  share  also 
increased  from  9%  in  1996  to  21%  in  2005. 
In    addition,    these    products  also 


experienced  highest  market  share  growth 
as  shown  in  the  Constant  Market  Share 
analysis. 

As  shown  in  Graph  8  below,  almost 
all  base  metals  products  have  positive 
competitiveness  index  in  Japanese  market. 
For  example:  Nickel  mattes  (HS  750110) 
has  highest  competitiveness  both  in 
Japanese  and  world  markets  and  facing 
growing  market  in  Japan.  Follows  by 
Other,  in  coils  not  furtlier  xvoriced  {HS 
720836),  leaf-springs  and  leaves  tliereof  (HS 
732010)  and  Woven  dotli—einiless  bands 
(HS  731412). 
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Graph  8:  Base  Metal  and  Articles  of  Base  Metals:  Japanese  market  growth  for  10 
products  with  highest  market  penetration,  2004 
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Competitiveness  of  Machinery  and 
Mechanical  Appliances  (HS  Section  16 
or  Chapter  84-85) 

Export  of  machinery  and  mechanical 
appliances    also    shown  significant 
increased  for  1996  -  2005  period  both  in 
export  value  and  export  share  with  amiual 
export  growth  of  24%.  Its  export  value  in 
1996  was  around  US$  500  miUion  and  in 
2005  increased  almost  triple  to  US$  1.6 
billion.  Similarly,  export  share  to  Japan 
increased  from  8%  in  1996  to  21%  in  2005. 
Export  of  machinery  and  mechanical 
appliances  reached  its  highest  level  in 
2005  with  US$  1.6  billion  in  value  and 
25%  of  export  share.  Since  year  2000 
structure  of  Indonesian  non  oil  export  to 
Japan  have  changed,  previously  agricul- 
hire  and  wood  products  dominated  non 
oil  export  to  Japan  (50%  of  export)  and 


then  machinery  and  mechaiiical  appHances 
dominated  non  oil  export  with  40%  share. 

Besides  the  increase  in  export  share, 
machinery  and  mechanical  appliances  also 
experienced  increase  in  share  of  import 
market  in  Japan  following  base  metal  and 
articles,  rubber  and  plastic  and  wood 
pulp.  The  increase  in  export  share  was 
caused  by  three  components  in  CMSA 
namely  competitive  index,  initial  iiidex, 
and  adaptation  index. 

Although  all  products  in  this  section  are 
not  subject  to  import  tariff  but  it  does  not 
mean  that  there  is  no  trade  impediment 
in  accessing  Japanese  market  since  there  is 
a  non  tariff  measures  applied  to  tliis  sec- 
tion such  as  standard  and  quality  control. 

Some  non  tariff  measures  applied  to 
this  section  are: 
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1.  Specific  standard  and  labeling 
requirement.  Japan  applies  JEDEC 
(Joint  Electron  Device  Engineering 
Council)  and  JEITA  (Japan  Elec- 
tronics and  Information  Tech- 
nology Industries  Association)  to 
semiconductor  products.  Label 
"Made  in  XXX"  in  the  semi- 
conductor products  shows  where 
the  product  is  assembled  and 
shipped.  For  example,  if  the 
Korean  serniconductor  products 
are  assembled  and  shipped  in 
Malaysia,  then  the  product  has 
"Made  in  Malaysia"  label  instead 

-  of  "Made  in  Korea"  label. 

2.  Some  electronic  products  such  as 
Air  Cleaner  (HS.8421);  Computer 
(HS.8470);  Cash  Register  (HS. 


8470);  and  Vending  Machine 
(HS.8476)  supplied  to  Japan's 
market  should  undergo  official 
testing  by  particular  certification/ 
testing  agencies  or  should  be 
approved  by  Ministry  of 
Economy,  Trade  and  Industry  of 
Japan  (METI)  as  regulated  in  the 
Electrical  Appliances  and  Material 
Safety  Law  of  April  2001.  In 
addition,  based  on  the  Law,  there 
are  112  electrical  appliances  and 
materials  items  which  are  cate- 
gorized as  Special  Electrical 
Appliances"  which  are  dangerous 
or  create  problem  for  the  user  and 
should  undergo  two  technical 
standard  testing  (article  8)  and 
labeling  requirements  (article  10). 


Graph  9:  MachinerfaTid  Mechanical  Appliances:  Japanese  market  growth  for  10 
products  with  highest  market  penetration,  2004 
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3.  Some  products  such  as  HS.840rJ0; 
HS.8411;  HS.841210;  HS.841239; 
HS.841280  are  subject  to  quota  for 
national  security. 

Machinery  and  mechanical  appliances 
with  highest  competitiveness  index  both 
in  Japan  and  world  markets  which  ex- 
perience growing  market  in  Japan  are 
Other  electronic  conductors  (HS  854459), 
followed  by  Discharge  lamps,  other  than 
nltraviolet-{HS  853931),  Other  machines  (HS 
847689),  Automatic  circuit  breakers  (HS 
853521  and  '  853529).  While  other 
competitive  products  such  as  Automatic 
circuit  hfealcefs  (HS  '853521),  Parts  and 
accessories  of  machines  (HS  844820),  and 
Lightning  arresters,  voltage  limited  (HS 
853540)  facing  declining  market. 


With  standardization  requirement  set 
by  Japan  for  its  imported  products,  Indo- 
nesia should  start  improving  industrial 
capacity  to  fulfill  the  requirements. 

Competitiveness  of  Vehicles,  aircraft, 
vessels  and  associated  (HS  Section  17  or 
Chapter  86  -  89) 

Export  of  vehicles,  aircraft,  vessels  and 
associated  increased  during  1996-2005 
period,  from  US$23  million  in  1996  to  US$ 
204  million  in  2005  or  increased  by  almost 
85%  per  annum.  Significant  increase  in 
export  value  began  in  2000  and  continues 
to  last  until  2005,  and  it  was  related  with 
higher  intra  industry  trade  between 
Indonesia  and  Japan. 


Graph  10:  Vehicles,  aircraft,  vessels  and  associated:  Japanese  market  growth  for  10 
products  with  highest  market  penetration,  2004 
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Export  ot  these  pitvliicls  also 
experienced  increase  in  export  share  and 
market  share  in  Japan  due  to  the  increase 
in  the  competitiveness  in  Japanese  market. 
Market  for  all  products  with  highest 
market  penetration  also  experienced 
positi\  e  ih.   Thf  v.viinpetili\ e 

product  in  Japan  is  Dtlwr^  /njrfs  miii 
accessories:  others  (HS  87089'-)),  Followed  b\ 
Others  parts  ami  accessories:  Riuiiator  (HS 
870891),  Road  wheels  ami  parts  ,?/;■/ 
accessories  (HS  870870),  Other  parts  aiui 
accessories  (HS  870894). 

One  important  factor  that  deiermined 
the  acceptance  ot  Indonesia  products  in 
Japan  market  is  its  ciMTiplianco  to  Japanesi 
industrial  standard  esptviali\'  tor  motor 
vehicles  and  components. 

SUMMARY 

Structure  o[  Indtniesia  i-\porl  to  lapan 
has  changed  signilicanth  tivMU  lW<i  to 
2005  in  w  hich  iho  export  was  previously 
dominated  b\  agriculture  and  wood 
products  and  then  replaced  b\  other 
products  such  as  base  metals  and 
machinery  and  mechanical  applianci-s 

One  factor  causing  the  structural 
change  in  export  is  the  change  in  com- 
petitiveness of  Indonesia  products  in 
Japanese  market,  besides  the  d\namics  in 
Japanese  market  itself.  Some  products 
which  experienced  change  in  export  share 
to  Japan  also  experienced  significant 
increase  in  market  share.  Those  are 
mineral  products,  base  metals,  rubber  and 
plastic,  wood  pulp  and  machinery  and 
mechanical  appliance. 


Increase  in  market  share  of  Indonesia 
e\pt>rt  products  to  Japan  which  can  be 
decomposed  into  three  components: 
product  competitiveness,  product  and 
market  determination,  aiuJ  abilitv  to  adapt 
to  market  change,  was  dominated  b\  the 

len  piOLiucls  with  highest  market 
penetration  and  most  competitive  in 
Japanese  market  are:  Mickel  mattes  (HS 
750110).  Natural  riihher  in  other  forms  (HS 
400122).  Other  electric  coiuinctors.  (HS 
854459),  Of  Iropiail  wootl  specif ictl  (HS 
44072b),  Dischary^e  Iniiips.  other  than  ultra- 
violet (HS  853931),  Pepper  :—  Neither 

hed  twr  groinuleti  \HS  0^^0411).  Other 
iuirn.  i^t  ^Kilui-^tcr  stiiplc  fibres  (HS  550951), 
Other,  incoih,  not  further  workcil  (HS 
"■208.V  tln/lene  terephthalate  (HS 

3907N)j  auvl  Pallets,  kw  pallets  ami  other 
UmhI  (HS  4-:  1520). 

Meanwl.ile.  fi\e  products  loosing  theii- 
competitix  eno:^s  in  Japanese  marki-l  are 
Vinuis  (of  the  i^^enns  Thtntinis)  skipja  (HS 
030232),  Tin.  tiol  ultoual  (HS  800110),  Fish, 
whole  or  ;,,  pieces  hiil  not  (MS  Ui04l6), 
Phrwooil  consist in;^  solely  of  sheets  (HS 
441213'),  and  Phrwooii  consislin;^  solehf  of 
-heets  (HS  441214). 

VVitii  the  knowledge  on  the  competi- 
tiveness of  Indonesia  export  products,  we 
can  prepare  national  export  strategy  for 
japan  market  to  maintain  and  e\  en  in- 
crease our  export  to  Japan  in  terms  of 
both  \alue  and  market  share.  In  this 
strategy,  products  which  are  competitive 
in  Japan  market  and  have  potentially 
growing  market  in  Japan  should  be  deve- 
loped to  increase  our  export.  Moreo\'er, 


344 


-^^^^^^^^^^^^^^  330-344 


we  have  io  prepare  substitutes  to  replace 
products  which  lose  their  competitiveness 
and  experience  decline  in  Japan  market. 
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Strategic  Trends  in  East  Asia* 

Jusnf  Wanandi 


THE  future  of  the  East  Asian  region 
lias  been  considered  by  many 
analysts  in  the  West  as  the  most 
brittle  and  instable  part  of  the  world 
because  the  region  has  not  established  a 
regional  order,  backed  by  regional 
institutions  such  as  the  EU  and  NATO  in 
the  European  region. 

Until  today  stability  and  peace  in  the 
region  have  been  maintained  by  US 
supremacy  in  the  region,  in  the  economic, 
political  and  security  fields.  Although  her 
attention  has  lately  been  diverted  to  the 
Middle  East  and  Afghanistan,  as.  part  of 
her  fight  against  global  terrorism,  new 
openings  and  changes  happening  in  the 
US  after  the  mid-term  elections  in  2006 
might  be  the  harbinger  of  future 
developments  in  her  policies  towards  the 
region. 

The  Asia  Pacific  or  East  Asian  region 
has  been  a  relatively  peaceful  region  for 
the  last  25  years  or  so.  There  are  still 


potential  flash  points,  such  as  the  problem 
of  nuclear  proliferation  on  the  Korean 
Peninsula,    which    could    cause  real 
problems  of  nuclear  proliferation  for  East 
Asia  if  not  kept  under  conti-ol.  The  nuclear 
test  by  the  DPRK  on  September  9,  2006 
has  made  it  more  difficult  to  overcome 
the  problem.  At  the  same  time,  howe\'er, 
it  has  led  to  the  adoption  of  more  unified 
and  stringent  policies  on  the  part  of  the 
five  other  members  of  the  six  party  talks, 
including  China  and  South  Korea,  as  well 
as  the  international  community.  Hopefully, 
the  parties  concerned  on  the  one  hand 
will  not  over-react  but  on  the  other  also 
will  take  into  consideration  the  possibility 
of  future  sales  of  nuclear  materials  by  the 
DPRK  to  rogue  regimes  or  groups  of 
radical  people.  The  de-nuclearization  of 
the  DPRK  is  vital  to  peace  and  stability 
in  East  Asia  and  to  keep  a  lid  on  non- 
proliferation  of  WMD  world  wide.  For 
that  purpose,  howe^'er,  the  iive  powers 
in  the  Six  Party  Talk  should  have  a 
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common  shmd  and  policies  towards  the 
nucJear  issue,  which  they  don't  have  at 
the  moment,  becaiise  each  member  Jias 
another  final  objective  to  the  problem.  US 
stresses  regime  change,  while  the  PRC  and 
ROK  would  like  to  prevent  that,  since  the 
impact  on  their  ctjuiiiiius  could  be 
dramatic. 

The  cross-Straits  relations  between 
China  and  Taiwan  also  could  cause  great 
t-ensions -since  there  are  no.  direct  talks 
between  the  two  parties  to  come  to  find 
a  iiiotiiis  vhrnuii  about  their  future.  In  the 
meantime  Chen  Shui-bian's  DPP  regime 
m  Taiwan  has  been  weakened  due  to  the 
scandals  around  him,  creating  potential 
political  instability  there.  It  appears, 
however,  that  China  does  understand  that 
the  resolution  of  reunification  could  be  a 
long-term  effort,  and  that  she  has  to  win 
the  hearts  and  minds  of  the  Taiwanese 
people.  This  understanding  is  contained 
in  Hu  Jintao's  Four  Points  Guidelines  of 
early    March    2005.    The  economic 
underpinning  of  the  relationship  is  an 
important  basis  of  the  relationship  and  a 
defining  factor  in  the  longer  term  for 
reunification.  It  seems  that  the  presidential 
elections  of  2008  is  a  crucial  one  for 
Taiwan  to  find  a  more  co-existential 
strategy  towards  the  mainland,  because 
there  is  a   fighting  chance  that  the 
opposition  (KMT)  party  could  win  the 
elections. 


There  has  been  the  problem  of  the 
Spratlys  counterclaims  between  China  and 
some  ASEAN  neighbors,  but  this  problem 
has  been  stabilized  and  a  code  of  conduct 
is  being  formulated  between  ASEAN  and 
China.  In  the  end  stability  of  borders 


based  on  treaties  and  agreements  will 
depend  on  the  whole  relationship  between 
the  countries  involved.  Agreements  could 
assist  in  a  stable  relations,  but  is  not  a 
guarantee  of  peace  and  stability  to  be 
maintained. 

A  potential  sourc  of  greater  instability 
is  the  fragile  bilateral  relations  between 
China  and  Japan.  The  relationship  has 
been  at  its  lowest  during  the  premiership 
of  Koizumi  and  his  visits  to  the  Yasukuni 
Shrine,  and  there  is  a  growing  sense  of 
-i-ivalry  for  future  East  Asian  leadership, 
in  addition  to  some  overlapping  maritime 
boundary  problems  in  the  East  China  Sea. 
This  is  the  first  time  in. history  that  both 
countries  are  powerful  at  the  same  time. 
It  is  imperative  that  they  find  a  modus 
\'ivendi  for  the  future.  There  are  other 
countervailing  factors  that  help  maijitain 
stability  in  the  relationship,  such  as  deeper 
and  strengthened  economic  relations. 
China  has  become  Japan's  biggest  trading 
partaer,  replacing  the  USA,  with  over  200 
billion  of  trade  betw^een  them.  Japan's  FDI 
into  China  has  also  been  at  its  highest 
ever,  while  people-to-people  relations  ha\^e 
always  been  intense.  About  4  million 
Japanese  have  visited  China  annually,  and 
around  70  thousands  Chinese  students  are 
studying  in  Japan;  over  300  sister-ship 
relationship  between  cities,  municipalities 
and  prefectures;  and  o\  er  800  flights  a 
week  between  China  and  Japan. 

Both  governments  have  agreed  to 
substantially  increase  the  exxhange  of 
students  and  youth,  learning  from 
GeiTnany  and  France,  which  after  25  years 
now  involves  more  tlian  7  million  youth 
and  have  established  a  joint  history 
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commission  on  their  past  histor)'.  But 
japan  and  China  in  the  end  have  to  make 
a  conscious  decision  about  their  future 
relations,  if  they  are  serious  about  an  East 
Asia  Community  to  be  established  and  to 
be  able  to  overcome  their  differences,  thev 
have  to  find  an  agreement  for  a  modus 
\'ivendi  about  their  relations,  which  also 
should  ha\'e  a  positive  impact  on  the 
region. 

There  have  .been  good  signals  from 
new  PM  Abe  towards  China  and  South 
Korea    despite   the    earlier  negati\"e 
expectations  from  some  analvsts.  The 
timing  of  the  visit,  and  the  fact  that  he 
first  visited  China  and  South  Korea,  has 
been  well  received  by  the  international 
community  and  the  East  Asian  region. 
Despite  his  ideology  PM  Abe  is  pragmatic 
in  his  approaches,  and  that  augurs  well 
for  the  regional  efforts  to  establish  an  East 
Asian  Community.  PM  Abe  also  met 
again  President  Hu  in  Hanoi,  during  the 
APEC  Summit,  and  hopefully  he  is  going 
to  continue  the  dialogues  between  the 
Leaders.  Japan  has  also  strengthened  its 
alliance  with  the  US,  and  is  therefore 
comfortable  to  prepare  herself  to  become 
a  "normal  country"  with  her  own  defence 
forces  and  the  role  it  will  play  in  her 
policies,  defence  as  well  as  foreign.  She  is 
preparing  also  her  constitutional  change 
(including  article  9  for  refusing  force  in 
her  own  defence  policies).  But  that  all  ^vill 
take  a  long  time.  And  revoking  her  non- 
nuclear  policy  will  even  be  more  difficult 
because  of  the  allergy  of  public  against 
nuclear  weapons,  being  the  only  covmtry 
who  has  endured  and  suffered  to  atomic 
bomb  in  World  War  II. 


The  most  important  East  Asian 
challenge  for  the  future  is  the  relationship 
between  China  and  the  USA,  between  an 
aspiring  great  power  and  the  existing 
single  superpower.  For  the  time  being,  the 
proposal  of  former  Deputv  Secretary  of 
State  Robert  Zoellick  for  China  to  become 
a  major  responsible  stakeholder  of  the 
international  system  is  the  basis  for  a 
more  stable  relationship  in  the  future 
between  the  two  great  powers.  But  two 
things  ha\e  to  be  adhered  to  for  this 
proposal  to  be  long-lasting.  One  is  on  the 
Chinese  side,  namely  that  being  a  stake- 
holder means  international  responsibilities 
for  China  that  it  should  liyen  up  to. 

The  second  is  on  side  of  the  US  side, 
the  creator  of  post  WW  II  international 
s\stem  and  its  institutions  to  allow  China, 
who  has  accepted  the  system  as  a  whole, 
to  also  adjust  it  partially  in  accord  to  her 
national  interest.  This  means  that  the  US 
also  has  to  adjust  and  accept  inputs  from 
China.  Both  sides  ha\e  to  be  able  to 
compromise  on  se\eral  aspects  of  the 
international  order  for  this  proposition  to 
succeed.  It  is  still  too  early  to  say  whether 
Zoellick's  proposal  will  work.  It  is  rather 
disappointing  for  East  Asia  that  on  the 
politico-strategic  side  nobody  has  been 
appointed  to  succeed  Zoellick,  which 
could  continue  to  observe  the  strategic 
relations    between     the     two  great 
powers. On  the  other  hand,  DoD  and 
Secretary  Paulson  has  made  further  steps 
towards  better  relations.  But  opponents 
are  many  and  the  decline  of  President 
Bush  authority  will  make  it  more  difficult 
to  maintain  an  even  relation  between  the 
two. 
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President  Bush  visil  during  his  lost  trip 
to  South  East  Asia  in  November  showed 
that  US  presence  in  East  Asia  vviJJ  again 
become  the  focus  of  US  policy  in  the 
future,  despite  the  diversion  to  Middle 
Eastern   conflicts  and   problems  He 
indicated  readiness  to  entertain  changes 
in  policies  on  Iraq  and  also  received  some 
adN'ice  from  the  Indonesian  president 
durmg  his  recent  visit  to  Indonesia. 

If- that- is  going  to  be  the  case,  then  a 
"Grand  Bargain"  for  the  whole  Middle 
East  is  critical  important,  because  it  might 
be  the  only  viable  way  to  prevent  regional 
order  there  to  crumble,  US  being  hu- 
miliated and  Iran  becoming  the  dominant 
regional   power,   which   will   not  be 
conducive  for  peace  and  stability  in  that 
region. 

For  order  and  balance  to  happen  again 
in  the  Middle  East,  there  is  the  need  to 
include  especially  the  Israel-Palestine 
conflict  in  the  "Great  Bargain"  idea.  It  is 
the  most  important  and  critical  issue  for 
all  muslims  world  wide.  Because  they 
consider  it  as  a  reflection  of  their  own 
developments  in  the  last  century,  bein- 
abused  by  the  West  through  colonization 
and  neo-colonization. 


And  so  is  the  need  for  the  Lebanon 
problem  to  be  included  as  well.  Besides, 
Iran  and  Syria,  has  to  be  included  in 
looking  for  a  solution,  since  they  ha\'e  to 
co-guarantee  the  solutions  together  with 
the  other  parties  concerned  and  influence 
the  Iraqi  parties  they  are  influencing  from 
the  outside.  Whether  President  Bush  is 
willing  to  take  these  proposals  of  the  Iraq 
Study  Group,  is  another  question.  But  it 


will  make  it  more  difficLiIt  for  the  US  if 
he  .s  ,K)t  willing  to  accept  these  points. 

The    North    Korean  proliferation 
problem  should  be  the  obvious  and 
ii-nportant  issue  to  test  the  validity  of  the 
Chinese  becoming  a  stakeholder,  espe- 
cially since  the  six  party  talks  is  under 
Chinese  leadership,  especially  under  the 
difficult  situation  following  the  test.  Some 
analysts  believe  that  this  is  the  first  time 
that  the  Chinese  have  put  their  feet  down 
on  the  DPRK,  and  that  they  will  be  more 
forthcoming  in  the  implementation  of  the 
relevant  UN  Resolutions.  It  has  to  be 
repeated  again  that  a  common  stand  on 
the  proliferation  of  nuclear  weapons 
considered  to  be  the  most  important' 
aspect  of  the  North  Korean  problem  has 
to  be  achieved,  before  there  is  chance  to 
finding  a  solution  to  the  problem  and 
before  the  DPRK  is  willing  to  take  it 
seriously. 

Another  critical  issue  is  the  wiUmgness 
for  the  US  to  deal  with  DPRK  directly 
besides  the  Six  Party  Talks,  to  make  the 
necessary  compromises  with  tlie  DPRK  on 
the  security  guarantee  and  economic  aid 
they  have  been  asking  for.  It  will  be  a 
more  difficult  problem,  although  still 
possible  to  solve,  but  for  a  long  term  to 
find  a  solution  satisfying  all  parties. 

India  has  become  another  big  country 
in  Asia.  At  last  she  has  got'  her  aJt 
together  in  economic  development,  and 
although  slower  than  China,  is  on  tlie  rise 
for  the  next  few  decades.  She  has  yet  to 
iiave  a  big  impact  as  China,  because  she 
is  still  limited  due  to  domestic  politics  and 
discrepancies  in  the  society.  Havmg  before 
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a  socialistic  economic  system  make  it  that 
lier  opening  up  of  Iter  economy  is  going 
to  be  more  difficult,  especially  with  a 
democratic  system  that  is  slow  and 
cumbersome.  But  she  is  on  her  way  to 
become  a  great  country.  For  the  time 
being  her  regional  influence  in  East  Asia 
is  going  to  be  limited  and  she  is  some 
years  behind  China's  role.  But  it  is  good 
to  keep  her  in  mind  for  the  medium  term. 

Russia  on  the  other  hand  is  more 
geared  towards  Europe  and  her  efforts  in 
East  Asia  could  only  be  limited  for  the 
medium  term.  She  is  also  in  Asia  in  a 
complementary  role  to  her  European 
focus.  And  it  will  take  much  more  time, 
at  least  a  decade  before  she  can  change  her 
focus  towards  Asia  as  much  as  towards 
Europe,  including  in  the  energ_\-  field. 

Some  believe  that  the  basic  underlying 
factors  for  change  and  movement  in  tlic 
Asia  Pacific  could  be  brought  back  to  the 
intersection  of  economic  and  political 
spheres.  In  the  economic  sphere  the  main 
factors  are  China's  economic  development 
and  the  evolution  of  US  innovation 
system. 

China's  growth  depends  ultimately  on 
incorporating  its  under-employed  labor  in 
the  central  and  western  parts  of  the 
country  into  the  international  economy, 
while  the  ultimate  basis  upon  which  the 
US  retains  its  position  as  the  single 
superpower  and  the  world's  richest 
economy  and  society,  is  the  success  of  its 
educational  and  innovahon  system. 

The  optimistic  outlook  of  the  region 
suggests  that  all  the  problems  mentioned 


earlier  will  in  one  way  or  another  be 
solved  in  the  future  because  of  capabilities 
of  the  Asia  Pacific  region  to  overcome 
them.  However,  there  could  be  many 
distractions  that  could  endanger  peace, 
stability  and  dynamism  of  the  region. 

The  region  should  not  repeat  the 
mistakes  of  the  past  3  decades  pre-World 
War  I  in  Europe,  when  everything  looked 
rosy  in  economic  development  and 
international  trade  was  at  its  highest,  but 
theYe  was  no  trust  between  the  big 
powers,  especially  between  an  emerging 
Gennany,  and  other  great  powers  in 
Europe.  It  ended  with  World  War  T  that 
caused  enormous  casualties  and  the  rise 
of  extremism  (Nazi-ism  and  Communism) 
and  World  Wai-  11,  followed  by  the  Cold 
War  until  the  end  of  the  20"'  century. 

To  make  it  different  this  time  and  for 
the  future,  the  politics  among  the  states, 
especially  among  the  great  powers,  should 
be  right. 

Another  important  reason  why  the 
relationship  between  the  great  powers  in 
East  Asia  should  be  firmly  stabilized  is 
due  to  the  economic  integration  among 
all  the  stakeholders.  The  economic  integra- 
tion amongst  the  great  powers  is  already 
deep  and  large  so  that  any  negative  deve- 
lopments in  their  relationship  can  have  a 
negative  impact  on  each  other  and  on  the 
whole  region.  To  be  able  to  overcome 
such  instabilities,  a  G-8  for  East  Asia 
might  be  a  necessity  to  be  able  to  discuss 
and  deliberate  on  common  challenges  and 
strategic  issues  such  as  energy  security, 
global  warming,  global  and  regional 
terrorism,  and  pandemic  diseases. 
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The  dominance  of  the  US  has  relntivcly 
declined  due  to  the  rise  of  otJiers  (China, 
India  and  i^ast  Asia  as  a  whole),  and 
because  some  of  her  soft  power  has  also 
declined  due  to  mistakes  in  responding 
to    the    new    threat   of  international 
terrorism,  l  lovvcxe,,  US  dominaiue  in  Easl 
Asia  IS  still  real  and  critical  m  detming 
its  future  developments.  To  be  able  to 
cope  with  these  new  strategic  develop- 
ments of  East  Asia,  regionalism  and 
regional  institutions  building  could  be  die 
answer  to  complement  US  presence  and 
her  role  in  the  region.  It  could  be  a  com- 
bination of  US  leadership  as  the  single 
superpower  and  the  East  Asian  region  in 
a  "concert  of  powers". 

The  idea  ot  an  East  Asian  Community 
(EAC)  is  a  long-term  idea,  but  has 
strongly  emerged  after  the  financial  crisis 
of  1997.  East  Asian  economic  integration 
has  been  mainly  driven  by  market  forces. 
It  has  reached  a  stage,  however,  in  which 
the  role  of  states  and  governments  is 
needed  to  move  the  process  further. 

The  understanding  of  East  Asian 
regionalism  is  important  for  appreciating 
the  strategic  development  of  East  Asian 
Summit.  First,  East  Asian  regionalism  is 
not  like  the  EU.  Stress  will  not  be  on  rules 
and  institutions,  although  some  of  them 
will  be  established  if  so  needed  in  the 
future.  Di\'ersity  is  recognized  and  the 
first  steps  will  be  to  get  to  know  each 
other  and  to  cooperate  in  the  economic 
field.  This  is  recognized  as  a  long  term 
project,   to  be  pursued  based  on  a 
pragmatic  approach.  Some  progress  on 
norms  and  institutions  has  been  made 
with  the  Chiang  Mai  initiative  for  the 


prevention  of  another  financial  crisis  in 
the  region  by  having  swap  arrangements 
between  the  members  in  crises.  For  this 
purpose  two  hundred  billion  US  dollars 
has  been  set  aside.  A  number  of  bilateral 
economic  partnership  agreements  (or  FTAs 
plus  ari-angements)  are  being  implemented 
or  negotiated  between  ASEAN  and  China 
as  well  as  Japan  and  Korea.  These  are 
considered  as  pillars  for  establishing  a 
FTA  for  the  whole  East  Asian  region. 

There  are  now  two  vehicles  for  this 
East  Asian  cooperation.  One  is  the 
ASEAN  +  3  and  the  other  is  the  East  Asia 
Summit  (EAS),  consisting  of  ASEAN  +  3 
plus  Australia,  India,  and  New  Zealand. 
The  relationship  between  these  two 
xehicles  is  still  fluid  and  should  be 
consolidated  in  the  near  future.  The  EAS 
has  shown  that  the  idea  of  an  EAC  is  an 
open  one.  To  be  relevant,  the  EAS  should 
be  turned  into  a  G-8  type  mechanism  for 
East  Asia.  For  that  the  US  should  be 
invited  to  take  part  in  the  EAS.  The  pre- 
conditions, such  as  acceding  to  the 
ASEAN  Treaty  of  Amity  and  Cooperation 
(TAC),  which  is  a  political  and  not  a  legal 
instrument,  could  easily  be  overcome.  So 
is  the  problem  for  the  US  president  to 
have  to  travel  to  East  Asia  to  the  EAS 
and  APEC.  EAS  can  be  organized  back  to 
back  with  APEC  every  year  or  it  could 
be  held  alternately  with  APEC  once  in  the 
two  years. 

Russia  and  the  EU  have  also  been 
proposed  to  join  the  EAS.  For  Russia, 
greater  economic  engagement  with  the 
region  is  a  pre-requisite,  while  for  the  EU 
the  question  is  in  relation  to  signing  on 
the  TAC  with  another  regional  institution. 
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But  for  both  membership  could  be 
entertained  in  the  futtire. 

In  order  to  be  effective,  the  HAS  should 
delegate  the  realization  of  ideas  and  deci- 
sions to  other  existing  regional  institution. 
For  instance,  economic  and  functional 
cooperation  in  East  Asia  should  be  imple- 
mented by  the  Asean  +  3  that  is  already 
tmdertaking  various  fi,mctional  cooperation 
in  the  last  decade,  such  as  the  Chiang  Mai 
friitiative  to  help  each  other  in  times  of 
financial  crises  and  the  surveillance  of 
macro-economic  policies  in  the  region, 

They  also  have  launched  free  trade 
-arrangements,  the  ASEAN-China,  ASEAN- 
Japan  and  ASEAN-ROK,  as  building  blocks 
of  an  eventual  East  Asian  regional  free 
trade  arrangement.  They  have  also  esta- 
blished an  anti  Avian-flu  cooperation  me- 
chanism. The  ASEAN  +3  can  invite  other 
countries  to  participate  in  specific  co- 
operation activities.  It  should  be  pragmatic 
in  applying  who  else  could  be  invited  to 
join  in  the  implementation  of  the  new 
upgraded  EAS  decisions  throiigh  the  APT. 

On  avian-flu,  it  is  obvious  that  every 
member  of  the  EAS  could  be  involved. 
On  monetary  affairs  and  macro-economic 
policies  cooperation,  Australia  should  be 
invited.  On  security  issues  CBMs,  PD 
(Preventive  Diplomacy),  and  non-traditio- 
nal security  issues,  could  be  handled  by 
the  ASEAN  Regional  Forum  (ARE),  while 
on  the  North  Korean  proliferation,  the  Six- 
Party  Talks  are  the  most  feasible  insti- 
tution to  deliberate  it  further,  and  to  es- 
tablish the  necessary  program  of  actions. 

The  US  is  still  formulating  her  policies 
towards  the  EAC.  An  EAS  with  the 


involvement  of  the  US  or  a  reformed 
APEC  could  be  an  acceptable  vehicle  to 
her,  although  reforming  APEC  has  not 
been  easy  very  as  the  Hanoi  Summit  of 
2006  showed.  It  is  important  to  assure  the 
US  that  she  will  not  be  excluded  from 
the  region,  or  that  the  Pacific  is  not  going 
to  be  split  by  the  establishment  of  EAC. 

In  all  these  developments,  ASEAN's 
role  remains  crucial  as  the  driving  force 
or  catalyst  of  East  Asian's  community 
"building,  because  China  and  Japan  cannot 
do  this  at  this  stage.  ASEAN  can  do  this 
together  with  the  ROK,  which  as  a  middle 
power  has  the  same  interest  as  and  can 
help  increase "  ASEAN's  capabilities  to 
fulfill  the  role.  The  role  of  ASEAN  in  the 
driver's  seat  has  been  questioned.  ASEAN 
should  respond  to  this  by  pointing  out 
that  this  position  is  only  temporary,  and 
in  essence  it  means  that  ASEAN  is  in 
charge  of  organizing  and  chairing  the 
meetings,  while  the  agenda  setting,  the 
study  or  working  groups  involve  all 
members.    Decisions   are   also  made 
together,  and  until  now  this  system  works 
rather  well.  For  instance  the  Vision  Group 
was  established  because  of  the  proposal 
of  President  Kim  Dae-jung  from  ROK, 
while  the  bilateral  FTAs  started  by  PM 
Zhu  Rong-ji  from  China. 

A  longer  term  challenge  for  the  region 
is  the  progress  of  domestic  developments 
of  member  countries  and  how  they  will 
unfold.  The  last  two  decades  have  seen 
tremendous  developments  of  domestic 
politics,  although  not  all  have  produced 
real  democracies.  Myanmar  might  be  the 
only  exception  to  the  trends.  Thailand  is 
obviously  facing  some  setback,  and  we 
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have  yet  to  see  how  the  interim  govern- 
ment is  governing  the  country  and  wliat 
will  come  out  of  the  constitutional  reform 
to  be  able  to  make  a  judgment  on  its  fur- 
ther developments.  In  general,  develop- 
ments in  the  region  have  been  positive 
and  hn\'c  expanded  the  political  space  and 
civil  liberties  in  most  countries,  as  can  be 
seen  in  the  case  of  ROK,  Taiwan,  the 
Philippines,  Thailand,  Malaysia,  Singapore, 
Cambodia,  Indonesia  and  also  socialist 
•  countries  such  as  China,  Vietnam  and 
Laos.  With  a  rising  middle  class  this 
progress  will  continue.  Civil  liberties  in 
China  and  Vietnam  have  greatly  impro- 
ved, although  political  development  has 
been  slow  and  good  governance  had  to 
be  pursued  with  greater  vigor. 

The  social  safety  net,  education,  and 
health  care  have  improved  also  in  the 
region  as  a  whole,  although  education  has 
not  always  been  even  and  needs  renewed 
attention  to  maintain  the  country's  compe- 
titive edge.  These  are  policies  that  could 
counterbalance  the  impact  of  globalization 


and  to  establish  a  basis  for  social  justice 
Improvements  in  the  political  and  social 
fields  are  important  efforts  for  a  sus- 
tainable development  into  the  future. 

As  a  consequence  of  these  develop- 
ments and  the  dynamism  of  the  regional 
countries,  more  actors  are  coming  to  the 
fore.  They  are  not  only  states  and  govern- 
ments but  include  other  actors  and 
stakeholders  such  as  legislative  councils/ 
pariiaments,  business,  the  media,  academe 
and  think  tanks,  as  well  as  NGOs  and 
civil  societies. 

If  on  the  top  of  developments  above, 
-  problems  of  resource  and  energy  security, 
water,  and  environment  could  be  handled 
jointly  by  the  region,  then  one  can  be 
more  optimistic  about  the  future  of  the 
region.  These  efforts  are  necessary  to 
guarantee  and  maintain  stability,  peace 
and  economic  development  of  the  region 
for  the  longer-term.  It  also  means  that  East 
Asia  is  going  to  show,  how  a  new  model 
of  development  could  be  established  for 
the  21^'  century. 


The  Struggle  for  Press  Freedom 

in  Indonesia 

Elaine  Kohar 


Introduction 

THE  Avave  of  democratization, 
following  the  fall  of  Soeharto's 
regime  in  1998,  has  led  to  an  on- 
going struggle  to  define  and  ad\'ance  the 
people's  right  to  free  speech — a  right 
which  in  reality  had  never  been 
guaranteed  prior  to  the  Second  Consti- 
tutional Amendment  of  the  year  2000. 
Article  28,  which  had  been  the  operative 
constitutional  provision  on  speech  before 
the  second  amendment,  had  stated  that 
"the  freedom  to  gather,  to  discuss  and  to 
express  one's  thought,  in  oral,  written  or 
other  forms,  is  regulated  by  the  statutes"'; 
This  clause,  which  was  expected  to  be  the 
most  effective  guarantee  of  the  people's 
right  to  free  speech,  had  instead  been 
interpreted  by  the  government  to  give 
them  the  power  to  restrict  speech  through 
the  statutes.^  This  phenomenon,  coupled 
with  passivity  on  the  part  of  the  judicial 


'  INDON.  CONST,  art.  28,  repealed  by 
INDON.  CONST,  amend,  n,  art.  28(E),  (F). 

2  Interview  with  Christiana  Chelsia  Chan, 
SH.,  LL.M.,  Executive  Director,  Indonesia 
Media  Law  &  Policy  Centre,  in  Jakarta, 
INDON.  (July  21,  2006). 


branch,  enabled  the  government  to  create 
what  was  termed  "responsible  .press" 
under  Soeharto's  regime — that  is,  press 
that  practiced  self-censorship. 

It  was  only  in  the  year  2000  that 
Article  28  was  amended  to  provide  the 
people  with  a  greater  and  concrete 
freedom  of  speech.  While  Article  28E 
grants  tho  people  the  right  to  express  their 
opinion.  Article  2SF  provides  the  people 
with  the  right  to  communicate  and  to 
obtain  information."*  Another  significant 
event  that  had  taken  place  in  Indonesia 
was  the  ratification  of  the  new  press 
statute,  namely  Regulation  No.  40/1999. 
Such  statute  was  designed  to  expand 


"  Anton  Tabah,  Pers  Indonesia  Historis  dan 
Prespektif.  [The  Indonesian  t^ress:  History  and 
Perspective],  the  Indonesian  National  Police, 
1  11  (2007),  at  http://wwvv.polri.go.id/riset/ 
persindo.php. 

Article  28E(3)  slates  that  "every  person 
has  the  freedom  to  gather,  discuss  and  express 
one's  opinion,"  vvliile  Article  28F  states  "every 
person  has  the  right  to  communicate  and 
receive  information  in  order  to  develop  his 
personality  and  expand  liis  social  environment, 
as  well  as  to  seek,  obtain,  possess,  process  and 
convey  information  using  all  charuiels  that  are 
available." 
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press  freedom  by  eliminating  most  of  tiie 
restrictions  imposed  by  tiie  previous  press 
statute  of  1982.- Because  there  was  no 
clear  statement  of  legislative  intent 
underlying  the  lawthere  is  the  question 
ot  whether  the  1999  Press  Statute  had 
been  intended  to  be  a  lex  spccialis,  w.thin 
the  legal  concept  of  lex  specinlb  i1e,v^at  lex 
generalis,  and  to  trump  other  applicable 
laws  in  the  resolution  of  press  related 
_   disputes."  Because  making  the  law  a  lex 
specialis  would  be  the  most  effective  way 
to  promote  freedom  of  the  press  and  of 
speech— i.e.  by  preventing  the  imposition 
of  criminal  penalties  or  subsequent  civil 
judgments  of  damages  on  the  press-a 
great  number  of  people  from  the  press 
community  have  fiercely  argued  that  the 
law  should  indeed  be  treated  as  one." 
Ii^deed,  placing  the  1999  Press  Statute  in 
the  position  of  a  lex  specialis  would  take 
away  the  most  effective  deterrence  to 
journalistic  works  and,  thus,  help  the 
press  to  function  properly  as  a  system  of 
check  and  balances  on  the  three  branches 
of  the  government.  Yet  the  fact  remains 
that  the  Press  Stahite,  in  its  current  form, 
does  not  cover  many  offenses  that  are' 
related  to  press  publications.*' 


This  article  analyse  the  adequacy  of  the 
new  Press  Statute  and  the  constitutional 
amendment  in  bringing  about  a  free  press 
system  that  is  conducive  to  free  speech 
and  democratic  consolidation.  It  starts  out 
b)'  discussing  the  1999  Statute  and  the 
l-keiihood  ot  ,t  operating  as  a  lex  specialis 
>n  the  resolution  of  press-related  disputes 
followed  by  an  exploration  of  the  various 
factors  at  play,  which  have  hindered  the 
country's  progress  towards  a  free  press 
society.  Final  part  of  the'  article  discusses 
the  steps  towards  the  establishment  of  a 
free  press  society. 

The  Application  of  the  1999  Press  Statute 


^  Chan,  supra  note  2. 

^  S.  Sinansari  Ecip.  LIU  Pers,  "Lex  Specialis'' 
ntnu  Bukan?  [UU  Pers:  a  Lex  Specinlis  or  Not?] 
Kompas     Online,     f      1,     at  http:// 

www.kompas.com/kompas-cetak/0502/08/ 
opini/154959].htm  (Feb.  8,  2005). 

~  Interview  with  R.H.  Siregar,  SH.,  Vice- 
chairman,  Press  Council,  in  Jakarta,  INDON 
Ouly  31,  2006). 

«  Interview  with  R.H.  Siregar,  SH.,  Vice- 
Chairman,  Press  Council,  in  Jakarta,  INDON 
(July  31,  2006). 


To  the  press  communitv,  the  accep- 
tance of  1999  Press  Statute  is,  m  general, 
one  of  the  most  important  events  which 
took  place  in  the  current  era  of  reform. 
Ratified  during  a  period  of  heavv  social 
and  polirical  restructuring,  the  Press 
Statute  brought  about  a  substantial 
departure  from  the  former  1982  Press 
Statute.  Among  the  changes  that  it 
initiated  were  the  eliminaHon  of  the 
numerous  licensing  requirements,  uiiich 
have  acted  as  a  general  svstem  of  prior 
restraints  since  1942,  ^^and  the  reformation 
on  the  composition  of  the  Press  Council 
to  include  only  journalists,  members  of 
press  corporations  as  well  as  commun- 
ication experts;  go\-ernment  officials  are 
no  longer  allowed  to  be  pari  of  the  Press 
Council.'"  In  addition,  the  1999  Press 
Statute  also  requires  that  all  press  related 


Bies,  supra  note  18  at  304. 
1"  Id. 
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disputes  be  brought  before  the  Press 
Council  before  they  could  be  submitted 
for  court  adjudication.  The  Council  will 
then  determine  if  the  journalistic  writing 
at  issue  constitutes  a  violation  of  the 
joiu-nalistic  ethical  codes." 

In  a  case,  where  the  Press  Council 
finds  that  there  was  a  violation  of  the 
Codes,   the  victim  is  encouraged  to 
exercise  his  or  her  right  to  publish  a  reply 
in  the  same  media  in  order  to  rebut  the 
inaccurate  facts  presented  in  the  article. 
The  law  does  not  favor  court  adjudi- 
cations of  cases  involving  the  press  unless 
there  was  actual  malice  found  behind  the 
journalistic  writing.  ^-  The  imposition  of 
sanctions  on  the  offending  journalist  will 
then  be  done  by  the  journalistic  orga- 
nizations or  the  publications  companies 
that  he  or  she  belongs  to.  The  type  of 
sanction  may  vary  from  decreasing  his/ 
her  wages  to  firing  the  journalist  off. 
Tlie  Press  Council  itself  does  not  have  the 
authority,  under  the  new  Press  Statute,  to 
sanction  the  journalists  or  their  respective 
press  companies;  its  role  is  purely  to 
facilitate  the  press  community  to  establish 
their  journalistic  ethical  codes  and  to  pro- 
\'ide  a  determination  if  certain  journalis- 
tic conducts  are  in  violation  of  the  codes.'-' 

The  requirement  that  a  press  related 
dispute  undergo  a  dispute  resolution 
process  before  it  could  be  submitted  for 
adjudication  was  enforced  in  the  landmark 
case  of  Toimj  Winatn  v.  Tempo.  The  case 


II  Id. 

'2  Siregar,  supra  note  35. 
"  Id. 
i-i  Id. 


arose  out  of  an  article,  published  by  Indo- 
nesia's leading  weekly  news  magazine 
Tempo  on  March  3,  2003,  which  insinuated 
that  Plaintiff,  a  powerful  businessman  and 
contractor  with  close  ties  to  the  Indonesia 
military,  had  instigated   the  fire  that 
destroyed  the  textile  market  in  Tanah 
Abang,  Jakarta.  According  to  the  article. 
Plaintiff's  purpose  had  been  to  reap  a 
substantial  benefit  from  a  subsequent 
renovation  project,  which  involved  the 
building  of  a  shopping  center  on  the  site. 
Finally,  the  article  alleged  that  a  proposal 
to  the  project,  which  has  an  estimated 
worth  of  US$5.75  million,  was  submitted 
by  the  Plaintiff  to  an  official  in  the  state 
administration  three  months  prior  to  the 
fire  taking  place,  i"^ 

Following  the  publication  of  the  article. 
Plaintiff  brought  an  action  against  Tempo's 
chief-editor,  Bambang  Harymurti,  as  well 
as  its  journalists  Ahmad  Taufik  and  T. 
Iskandar  Ali,  for  defamation  under  Article 
310  and  311  of  the  Criminal  Codes  and 
for  "publishing  an  article  that  could  incite 
a  public  unrest"  under  Article  XIV  of  the 
1/1946  Criminal  Act.  The  charges  carry  a 
maximum  penalty  of  a  four-years- 
imprisonment  and  an  eight-year-impri- 
sonment respechvely.'* 


Jeannie  Shawl,  hidoiiesinri  Magazine  Editor 
Jailed  on  Libel  Charges,  Jurist  Legal  News  & 
Research  of  University  of  Pittsburgh  Law 
School,  available  at  http://jurist.iavv.pitt.edu/ 
paperchase/2004/09/  indonesian-magazine- 
editor-jailed-on.php  (Sept.  16,  2004). 

16  Indonesia  Press  Freedom  imder  Threat, 
Amnesty  International  Online  Documentation 
Archive,  \  16  (2003),  at  http://web  .amnesty. 
org/library/index/engasa210442003. 
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The  Centra]  Jakiirln  District  Court 
dismissed  tlie  cliarges  vvitli  respect  to  tiie 
two  journalists,  but  held  Harymurti  liable 
on  both  charges  and  sentenced  him  to  a 
one-year  imprisonment,  hi  addition,  he 
was  required  to  pay  damages  in  the 
amount  of  five  iuindred  million  Rupiah 
(approximately  US$50  million)  and  to 
publish  an  apology  in  three  different 
newspaper  publications,  namely  Koran 
Tempo  (which  is  a  sister  publication  of 
Tempo  magazine).  Media  Indonesia  and  ' 
.  Warta.Kota  for.  three  consecutive  days.  The 
length  of  the  apology  was  set  to  be  half 
.  a  page  at  a  minimum.'" 

In  - response  to  his  conviction,  Hary- 
murti instituted  an  appeal  in  the  Indonesia 
High  Court,  and  ultimately,  in  the 
Indonesian  Supreme  Court,  where  a  panel 
of  three  judges  dismissed  the  case  on  the 
merits  due  to  the  Plaintiff's  failure  to 
exhaust  the  remedies  available  under  the 
1999  Press  Stah.ite.  The  court's  decision  to 
dismiss  the  case  was  hailed  by  many  as 
a  victory  for  press  freedom.'^ 


mum,  be  persuasive  to  other  courts  in 
enforcing  the  Press  Statute."^  Whether  the 
case  has  the  impact  of  establishing  the 
Press  Statute  as  a  "special  law"  that 
would  govern  the  resolution  of  all  press- 
related  disputes  is  another  entirely 
different  matter. 

The  Debate  on  the  1999  Press  Statute 

In  general,  while  the  Tempo  case  could 
be  read  narrowly  as  enforcing  the  Press 
Statute's  mandatory  dispute  resolution 
requirement,  it  could  also  be  read  broadly 
as  establishing  the  Press  Statute  as  a 
"specific  law"  that  trumps  over  the  other 
more  general  laws  in  the  resolution  of 
press-related  disputes.  The  latter  reading 
of  the  Tempo  case  is  in  accordance  to  the 
legal  maxim  of  lex  specialis  derogat  lex 
generalis,  which  means  "specific  law 
prevails  over  general  law." 


Even  though  the  Supreme  Court's 
decision  in  the  Tempo  case  would  not 
necessarily  become  precedent  for  other 
court  cases  iiivolving  complaints  against 
the  press,  many  legal  experts  and  scholars 
agree  that  the  decision  will,  at  a  mini- 


Tempo  Kciiibnli  Knlah  Lnwnii  Toim/  Winn  In 
[Tempo  Lose  Once  Again  to  Tomy  Winata] 
Hukum      Online,      %      2,     nt  http:// 

hukumonline.com/detail.asp?id-9934&cl=Berita 
(March  18,  2004). 

_  Roy  Tupai,  Supreme  Court  Annuls  Tempo 
Editor's  Libel  Conviction,  Paras  Indonesia,  J  22, 
at  http:/ /www.parasindonesia.com/read  php? 
gid=197  (Feb.  29,  2006). 


Because  the  language  of  the  Press 
Statute  fails  to  specifically  state  whether 
the  statute  was  intended  to  be  a  lex 
specialis,  there  are  still  disagreements  on 
whether  the  existence  of  the  Press  Statute 
should  preclude  the  application  of  other 
laws  in  cases  relating  to  the  press.  And 
since  the  Indonesian  Supreme  Court  has 
not  rendered  any  decision  relating  to  this 
matter,  we  ha\'e  to  rely  on  analysis  that 
have  been  done  on  the  maxim  of  lex 
specialis  in  determining  if  the  law  fits 
within  the  general  framework  of  a  lex 
specialis. 


Id. 
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The  lex  spccialis  principle  is  essentially 
a  rule  of  international  law,  which  has 
oftentimes  been  used  by  legal  scholars  to 
reconcile  competing  rationalities  expressed 
in  different  rules  of  law.^"  For  example,  in 
the  area  of  treaty  interpretation,  the 
principle  has  been  used  as  a  tool  to 
determine  the  effective  placing  of  the 
special  secondary  rules  of  treaty  regimes 
within  the  general  international  law  of 
state  responsibility.-' 

The  need  to  apply  the  lex  specinlis 
principle  in  the  area  of  treaty  interpre- 
tation arises  because  the  treaty  instru- 
ments, as  rules  of  special  regimes,  have 
attained  a  particularly  high  degree  of  re- 
gulatory thickness  and,  thus,  autonomy. 
By  providing  innovative  procedures  of 
dispute  settlement,  surveillance  and 
reporting,  the  treaty  instruments  have 
created  new  remedies_which  did  not  pre- 
\'iously  exist  under  the  general  interna- 
tional law.  And  the  more  complete  a 
treaty  instrument  is  as  a  secondary  rule, 
the  more  likely  it  takes  the  form  of  a  self- 
contained  regime  whose  operation  is 
'closed'  towards  its  international  law  en- 
vironment, and  the  less  likely  it  is  to  fall 
back  on  the  rules  on  state  responsibility.-^ 

However,  before  one  could  even  begin 
to  analyze  whether  one  body  of  law  can 
be  considered  a  lex  specialis  in  relation  to 
another  body  of  law,  there  are  a  number 
of  determinations  that  have  to  be  made: 


2"  Bruno  Simma  Et.  A!.,  Of  Planets  and  the 
Universe:  Self-Conlained  Regimes  in  Inleninlionnl 
law,  17  Eur.  J.  Int'l  L.  483,  490  (2006). 

2'  Id.  at  484. 

22  Id.  at  484-5 


first,  whether  the  specific  and  the  general 
provision  concern  the  same  subject-matter. 
According  to  Sir  Gerald  Fitzmaurice,  a 
prominent  legal  scholar  who  served  as  a 
Judge  in  the  International  Court  from 
1960-1973  and  later  in  the  European  Court 
ol   Human  Rights  and  arbitrator,  the 
condition  for  the  application  of  the  lex 
specinlis  principle  is  that  the  two  pro- 
visions at  issue  have  to  deal  with  the 
same  subject-matter.--^  If  it  is  determined 
that  the  two  provisions  concern  same 
subject-matter,  then  the  maxim  of  lex 
specialis  may  be  applied.  Our  inquiry, 
however,  does  not  end  here;  examination 
still  has  to  be  made  regarding  the  extent 
to  which  the  more  specific  provision  may 
operate  to  preclude  the  application  of  the 
more  general  provision. 

A  specific  provision  may  operate  to 
completely  exclude  the  application  of  the 
general  provision  only  if  the  special  pro- 
vision takes  the  form  of  a  self-contained 
regime,  that  is,  a  rule  of  law  which 
contains  its   own  set  of  rights  and 
obligations,  as  well  as  the  consequences 
for  failure  to  perform  them.  The  way  that 
a  self-contained  regime  excludes  the 
application  of  a  general  regime  of  law 
altogether  may  be  by  explicit  provision 
or  by  implication— by  virtue  of  the 
regime's  particular  structure  or  its  object 
and  purpose.  If,  on  the  other  hand,  the 
special  provision  does  not  arise  to  the 
level  of  a  self-contained  regime,  it  may 
still  operate  to  replace  a  single  or  more 
provision  of  the  general  provision,  but  it 
will  have  to  leave  the  application  of  the 


23  Id.  at  488 
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framework  of  that  general  provision 
otherwise  Lintouched.^-' 

Applying  the  mechanism  of  the  maxim 
to  the  case  at  hand,  we  are  first  required 
to  make  a  determination  as  to  whether 
the  Press  Statute  is  of  the  same  subject- 
matter  as  the  criminal  codes  prior  to 
determining  if  one  could  be  a  lex  specialis 
in  relation  to  the  other.  The  subject  matter 
of  the  criminal  codes  is,  of  course,  the 
legal,  consequences  . of  unlawful  conduct. 
The  Press  Statute,  on  the  other  hand, 
concerns  the  procedtural  regvilations  for  the' 
establishment  of  journalistic  publications, 
and  the  observance  of  the  journalistic'  - 
ethical  codes  that  has  recently  been 
adopted.  Because  non-compliance  with 
these  procedural  regulations  does  not 
necessarily  imply  unlawfulness  while  a 
breach  of  the  criminal  codes  does,  it 
necessarily  follows  that  the  two  sets  of 
norms  do  not  purport  to  regulate  the 
same  subject  matter.  As  such,  the  Press 
Statute  cannot  be  deemed  as  a  lex 
specialis  that  is  designed  to  exclude,  in 
any  way,  the  general  law  of  the  criminal 
codes  by  virtue  of  its  particular  structiire, 
or  its  object  or  purpose.^^  ^^^^j^^ 

be  conceivable  to  apply  the  criminal  codes 
regime  in  parallel  to  the  Press  Statute. 


•s  a  law  of  a  mixed  regime  because  it 
carries  aspects  of  torts,  administrative  and 
criminal  laws.  And  as  such,  it  is  im- 
possible for  it  to  completely  displace  the 
criminal  codes  in  its  entirety.  Mr.  Siregar 
then  cited  the  Indonesian  anti-corruption 
aw  as  an  example  of  a  strong  forn.  of 
lex  spcaalis  that  precludes  the  application 
of  the  criminal  codes.  According  to  him 
corruption  is  stated  in  the  Book  of 
Criminal  Codes  as  a  crime;  the  reason 
why  the  anti-corruption  law  was  drafted 
despite  the  fact  that  it  already  exists  in 
the  book  of  criminal  codes  is  because  it 
IS  viewed  as  a  special  crime  that  deserves 
to  be  turned  into  an  exclusive  regime  by 
itself.  In  any  case,  it  stands  as  a  lex 
specialis  in  relation  to  the  criminal  codes 
because  the  law  designates  a  parti- 
cularized set  of  rules  for  the  regime  of 
corruption  without  fully  disconnecting  it 
from  the  criminal  codes  regime. 


The  view  that  the  Press  Statute  is  not 
a  lex  specialis  because  it  is  not  of  the  same 
subject-matter  as  the  Indonesian  Criminal 
Codes  was  also  shared  by  the  current 
Vice-Chairman  of  the  Press  Council,  R.H. 
Siregar.^f'  In  his  opinion,  the  Press  Statute 


R.H.  Siregar  also  provided  another 
reason  for  concluding  that  the  Press 
Statute  is  not  lex  specialis,  that  is,  the  fact 
that  the  press  statute  does  not  provide 
conflicting  obligations  with  respect  to  the 
criminal  codes.  According  to  him,  for  one 
law  to  qualify  as  a  lex  specialis  vis-a-vis 
another  law,  it  has  to  provide  obligations 
that  are  conflicting  with  obligations' under 
the  first  law.2'  Here,  because  the  Press 
Statute  does  not  address  many  of  the 
press-related  offenses  that  are  addressed 
in  the  criminal  codes,  any  claim  relating 
to  such  offenses  cannot  call  for  the 


Id.  at  490. 
^  Id.  at  488-9. 
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application  of  the  Press  Statute  only.  In  a 
dispute  arising  from  a  defamatory  press- 
publication,  for  example,  it  would  be 
impossible  to  resolve  the  dispute  using 
only  the  Press  Statute  because  there  is 
nothing  in  the  Statute  which  specifically 
addresses  the  offense  of  detamation.  This 
is  precisely  the  reason  why  alleged  victims 
of  libel  or  defamation  are  free  to  bring  a 
claim,  based  on  civil  or  criminal  defa- 
mation laws,  if  he  feels  that  the  remedy 
granted  by  the  Press  Statute  is  inadequate 
to  address  his  injuries. 

The  fact  that  the  Press  Statute  does  not 
accord  die  Indonesian  Press  with  a  full 
protection  against  subsequent  criminal  or 
civil  sanctions  bas  caused  substantial 
dissatisfaction  among  proponents  of  press 
freedom.  Acknowledging  that  the  Press 
Statute  may  not  fit  neatly  into  the  concept 
of  lex  specialis,  these, people  urge  the  court 
to  practice  judicial  activism  and  treat  it 
as  a  self-contained  regime  that  would 
preclude  the  application  of  other  laws  in 
the  resolution  of  press-related  disputes.-^''' 

While  it  is  true  that  the  court's  judicial 
activism  might  bring  the  country  closer 
towards  the  establishment  of  a  free  press 
system,  the  Press  Statute,  in  its  current 
form,  cannot  be  labeled  as  a  self-contained 
regime  or  be  treated  as  such.  As  stated 
by  R.H.  Siregar,  the  language  of  the  law 
itself  does  not  support  the  conclusion  that 
it  was  intended  to  be  a  self-contained 
regime  because  the  law  makes  references 
to  other  laws  outside  of  the  Statute.  For 
example,  under  the  explanation  of  Article 


y  of  the  statute,  which  states  that  every 
citizens  has  the  right  to  set  up  a  Press 
Company,  it  is  written  that  the  setting  up 
of  the  press  company  has  to  be  done  in 
accordance  to  the  applicable  law — in  this 
case,  the  1/1995  Act  on  business 
incorporatRtn.-' 

The  language  of  Article  11  provides  us 
with  yet  another  proof  that  the  Press 
Statute  was  not  intended  to  be  a  self- 
contained  regime.  Under  the  explanation 
of"  Article  11,  which  states  that  all  foreign 
investment  in  the  publicly-traded  press 
companies  be  done  through  the  acqui- 
sition of  their  publicly-traded  stocks,  it  is 
written  that  foreign  investment  on  the 
Indonesian  Press  Company  is  to  be 
limited,  in  accordance  to  the  applicable 
law,  so  as  to  prevent  a  foreign  entity  from 
becoming  a  majority  shareholder.  Again, 
the  term  "in  accordance  to  the  applicable 
law,"  indicates  that  the  Press  Stattite  was 
intended  to  be  applied  in  conjimction  with 
another  law  outside  of  the  statute — in  this 
case,  the  law  governing  the  stock- 
exchange  market.^" 

Having  established  that  tlie  1999  Press 
Statute  is  not  a  lex  specialis  in  relation  to 
the  criminal  codes  (or,  by  the  same 
reasoning,  the  civil  code),  the  most 
reasonable  conclusion  that  we  could  reach 
regarding  the  Supreme  Court's  holding  in 
Tempo  V.  Towy  Winata  is  that  it  merely 
stood  for  the  requirement  that  a  Plaintiff 
exhaust  all  available  remedies  under  the 
Press  Statute  prior  to  bringing  any  press- 
related  claim  into  the  court  of  law. 
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As  such,  the  question  which  arises  next 
is  whether  the  1999  Press  Statute  should 
be  modified  to  fit  the  criteria  of  a  Icx 
specialis  and  be  enforced  as  such,  in  order 
to  accord  the  Indonesian  press  a  greater 
protection  especially  against  criminal 
punishn.ents.  Many  legal  experts  and 
scholars,    faced    with    the  question 
regarding  the  need  and  the  desirability  of 
a  modification  in  the  Press  Statute,  have 
responded  to  the  idea  with  a  great  deal 
of  cautions.    As    it    was    stated  by 
Misbahuddin  Gasma,  an  attorney  for  the 
h-idonesian  Press  Legal  Aid  Center,  the 
idea  of  revising  the  Press  Statute  receives 
little  support   even   from   the  press 
community  itself.  Man>'  are  concerned  that 
once  the  process  of  revision  commences, 
the  government  w^ould  see  it  as  an 
invitation  to  intervene  and  impose  further 
restrictions  on  press  freedom."" 


The  opinion  that  the  Press  Statute 
should  be  left  in  its  current  state,  as 
opposed  to  it  being  revised,  was  also 
shared  by  Bayu  Wicaksono,  a  senior  legal 
staff  of  the  Tempo  publication  and 
Christiana  Chelsia  Chan,  the  executive 
director  of  Indonesia  Media  Law  and  Po- 
licy Center.  According  to  Bayu  Wicaksono, 
there  is  an  inherent  danger  in  making  the 
statute  a  lex  specialis.  If  the  process  of 
revising  the  statute  yields  a  set  of  law 
that  is  not  favorable  to  the  press,  the  press 
would  be  greatly  disadvantaged  by  the 
application  of  the  law  as  a  kx  specialis?^ 
Finally,  Christiana  Chelsa  set  forth  her 


opinion   that   the  statute   was  never 
'"tended  to  be  a  lex  specialis  in  the  first 
place.  According  to  her,  the  ratification  of 
the  press  statute  was  carried  out  in  the 
spint  of  reform  after  Soeharto's  New 
Order  Regime  has  come  to  an  end  The 
statute  was  passed  in  an  effort  to  regulate 
the  medi.  while,  at  the  same  time,  putting 
an  end  to  prior  restraint  and  guarantee 
the  press  with  the  level  of  freedom 
needed   fulfill   the   public's   right  to 
information.   The  statute   was  never 
intended  by  the  framers  to  fully  govern 
disputes  between  the  press  and  third 
parhes;  the  fact  the  framers  did  not  equip 
the  statute  with  particular  provisions 
concerning  defamation  or  other  press- 
related  offenses  should  be  taken  as 
sufficient  evidence  of  it.-'^ 

Other  Problems  in  the  Press  Statute 


Apart  from  its  non-lex  specialis  aspect 
many  legal  scholars,  such  as  R.H.  Siregar' 
have  agreed  that  the  formulation  of  "the 
Press  Statute  is,  in  the  most  part,  very  ideal 
for  promoting  press  freedom.  Even  though 
the  Press  Statute  has  yet  to  extend  its 
protection  against  criminal  punishment,  it 
has  initiated  a  number  of  reforms  in  order 
to  guarantee  greater  press  freedom.  The 
statute  has,  for  example,  reformed  the 
composition  of  the  Press  Council  to  trans- 
form it  into  an  independent  body  that  is 
more  capable  of  protecting  the  press  against 
any  potential  government  interference.-^-" 


Gasma  supra  note  37. 
32  Interview  with  Bayu  Wicaksono,  Legal 
btatf.  Tempo  Magazine,  in  Jakarta,  INDON 
(August  04,  2006). 


Chan,  supra  note  33. 
3'!  Siregar  supra  note  35. 


THE  STRUGGLE  FOR  PRESS  FREEDOA4  IN  INDONESIA 


36] 


Despite  its  ideal  t'ormulation,  however, 
the    implementation    of    the    law  is 
problematic  in  a  number  of  aspects.-''^  First, 
it  is  very  difficult  for  the  Press  Council 
to  carry  out  all  of  its  functions  under  the 
law,  such  as  to  provide  the  journalists 
with  adequate  protection  from  outside 
parties,  who  may  pose  as  obstructions  to 
their  journalistic  works.  This  is  because 
even  though  Article  8  of  the  statute 
assigned  to  the  Council  the  role  of 
protecting  the  press  from  interferences 
from  outside  parties,  tlie  same  provision 
fails  to  provide  the  Council  with  the 
necessary  authority  (such  as  the  power  of 
contempt)  to  enforce  this  role.'"'  Second,  it 
is  also  very  difficult  for  the  Press  Council 
to  act  as  Eui  arbitrator  in  press-related 
disputes.  Because  the  resulting  decisions 
from  the  arbitrations  are  purely  advisory 
in  nature,  the  process  has  generally  been 
\'iewed  by  the  parties^s  virhially  useless; 
even  if  the  council  determines  that  the 
journalistic  work  or  conduct  at  issue  is  in 
violation  of  the  journalistic  ethical  codes, 
it  does  not  have  the  authority,  under  the 
press  statute,  to  sanction  the  journalists 
or  their  respective  press  companies. 

Thus,  following  the  arbitrations,  alleged 
victims  of  improper  journalistic  reporting 
almost  always  take  up  their  case  to  the 
court  of  law.  Finally,  the  legitimacy  of  the 
press  council  in  providing  resolutions  to 
press  related  disputes  is  also  undermined 
by  the  fact  that  all  of  its  members  came 
from  the  press  community.  This  gave  rise 
to  presumptions,  outside  of  the  press 


community,  that  the  council  would  almost 
certainly  prioritize  the  interest  of  the 
journalists,  as  opposed  to  their  victims. 

To  remedy  these  problems,  the 
attorney  of  the  Press  Legal  Aid  Center, 
Misbahuddin  Gasma,  suggested  that  the 
Press  Council  should  be  given  the  power 
to  render  binding  decisions.^''  hi  addition, 
the  press  statute  should  expand  the 
composition  of  the  Council  to  include 
disinterested  parties  who  come  from 
■  outside  of  the  press  community  and 
whose  admission  into  the  Press  Council 
is  done  through  a  public  voting  process. 

Aftermath  of  the  1999  Press  Statute 

•     Effects  of  the  Increased  Media  Freedom 

At  a  minimum,  the  Press  Statute  was 
ratified  to  prevent  the  executive  govern- 
ment from  instituting  a  general  system  of 
prior  restraint  on  the  press  or  on  speech. 
And  to  the  extent  that  there  has  not  been 
an  outright  banning  of  any  pubhcation 
since  its  ratification,  the  1999  Press  Statute 
could  be  deemed  to  be  largely  successful. 

The  positive  aspects  of  greater  media 
freedomliave  been  countered  to  a  certain 
extent  by  widespread  abuses  in  jour- 
nalistic reporting.  This  phenomenon  is 
very  much  attributable  to  the  recent  press 
liberalization,  which  has  triggered  a  great 
jump  in  the  number  of  publication  licenses 
granted  by  the  go^'ernment.  For  example, 
following  the  ratification  of  the  new  Press 
Statute  in  1999,  the  goveiTunent  granted 
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a  minimum  of  1,200  new  publicntion 
licenses  (SIUPPs)  in  that  year  alone;  this 
established  an  unprecedented  record  in 
the  hidonesian  history  considering  the  fact 
that  the  government  had  only  granted  230 
publication  licenses  in  the  prior  three 
decades."'  The  increase  in  the  number  of 
SlUP  granted,  in  turn,  triggered  a  jump 
m  the  number  of  Lidonesian  journalists, 
from  around  5,000  in  1997  to  more  than 
15,000  in  2003.-" 


complaints  from  those  who  were  dis 
satisfied  with  the  press'  performance" 
Many  retaliated  by  either  bringing  multi- 
ple lawsuits  against  the  press  or  initiating 
a  darect  physical  attack  on  the  journalists 
Jn  their  respective  press  offices. 


Because  the  Press  Statute  had  led  to 
the  issuance  of- more  publication  licenses 
and  churned  a  greater  number  of  jour- 
-Jialists,.jL  unavoidably  leads  to  greater 
abuses  in  journalistic,  reporting.  .In  a 
seminar  representative  from  the  Press 
Council  openly  stated  that  it  had  recei^•ed 
an  increasing  number  of  complaints  from 
the  public  regarding  journalists  who  had 
abused  their  newly  found  freedom  by 
conducting  themselves  unprofessionally.^'- 
Between  2003  and  2006,  there  were  391 


^0  Conglomeration  of  the  Press  Grips  the 
Tighter:  The  Indonesian  Government  Granted  at 
least  1,2000  new  Publication  Licenses  in  'a  Year 
Large  Company  Groups  Dominate  Print  Media 
2000  WLNR  6516251,  1  1  (Indonesian 
Lommercial  Newsletter  Jan.  18,  2000). 

^'  Ardimas  Sasdi,  Verdict  on  'Koran  Tempo- 
Daily  a  Deathblow  to  Media,  The  Jakarta  Post 
Morning  Daily,  January  08,  2004,  at  CSIS  Clip- 
pings, File  No.  347:  Hukum  Acara  Pidana  2004 
«  Merevisi  KEWI,  Pemjiisunan  Stnndar  Or<^a- 
nisasi  Wartazaan,  dan  Mcnnuiiskau  Pen^inihm 
Peran  Deioan  Pers  [Revising  the  Indonesian 
Journalistic  Codes,  Establishing  the  Standard 
for  Journalistic  Organizations,  and  Formulating 
the  ways  to  strengthen  the  Role  of  the  Press 
Council],  Press  Council  Seminar,  January  17 
2006,  available  at  http://www.dewanpers.orid/' 
index.php?  PHPSESSID=&apps=new&mod= 
view&id=167. 


The  two  methods  of  retaliation  against 
the  press  that  are  stated  above  were  no 
strangers   to   Tomy   Winata   as  well 
Following  Tempo's  publication,  which 
implicated  Tomy  Winata  in  the  fire  that 
destroyed  the  Tanah  Abang  texdle  market 
Tempo  magazine's  office  was  attacked  by 
a  group  of  people  who  claimed  to  be  the 
employees  of  the  Artha  Graha  Group-a 
business  entity  owned  by  Tomy  Winata 
himself.-  The  incident  resulted  in  injuries 
on  reporter  Abdul  Manan.^^  Consequently, 
a  suit  for  assault  was  brought  against 
David  Tjiu  A.   Miauw  and  Hidayat 
■  Lukman  (also  known  as  Teddy  Uban)— 
the  individuals  who  were  responsible  for 
Abdul  Manan's  injuries.  The  court  sitting 
on  the  case  dismissed  the  lawsuit  agains't 
David  Tjiu  due  to  insufficient  evidence, 
and  sentenced  Teddy  Uban  to  a  five 
months  jail  period  and  a  ten  months 
probationary  period.-*^ 


^    Agus    Dinar,    Pers   Nasional  Bclum 
Pwjesional  [Tl^e  National  Press  has  not  reached 
Professionalism],  Suara  Karva,  February  9 
2006,  nt  CSIS  Clippings,  File  No.  68:  Pers  2006.' 
Setyabudhi  supra  note  92,  at  402. 
Warla-wau    Tempo:    ■Pukulan  '  Paliw^ 
Menyakilkan  juslru  Datang  dari  PoUsi'  [The 
Hardest  Hit  comes  from  Police's  Inaction] 
Hukum  Online,  'jj  1,  nt  http://hukumonline! 
coni/detail.asp?id=  7610&c]=Berita  (March  P 
2003). 
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The  attack  incident  on  the  Tempo 
magazine's  office  is  simply  one  out  of  the 
many  attacks  that  have  been  initiated 
against  the  press  by  the  public.  Aware 
that  at  least  some  of  those  attacks  xmght 
have  been  incited  by  irresponsible  news 
reporting,  the  Press  Coujicil  conducted  a 
series  of  plenums  to  formulate  a  set  of 
journalistic  ethical  codes  that  would  apply 
nationally.  On  August  6,  1999,  26  jour- 
nalistic organizations  agreed  on  a  set  of 
codes,  which  came  to  be  known  as  the 
Indonesian  Journalists  Ethical  Codes 
(KEWI).''^  The  codes  were  adopted  iia- 
tionally  with  the  Press  Council's  execution 
of.  a  Letter  of  Mandate  in  2000.  The 
Mandate  imposes  on  the  Indonesian 
journalists,  among  other  things,  the  duty 
to  perform  a  reasonable  investigation  to 
determine  the  truth  of  their  information, 
to  separate  facts  from  opinion,  to  respect 
the  notion  of  inn:6c&nce  until  proven 
guilty,  and  to  entertain  the  demands  from 
those  who  wish  to  exercise  their  right  to 
a  reply.  The  Letter  also  prohibits  the 
journalists  from  engaging  in  plagiarism, 
bribery  or  other  professional  mis- 
conducts.'*** The  KEWI,  however,  does  not 
render  invalid  the  ethical  codes  that  have 
been  drafted  by  the  different  journalistic 
companies  for  their  respective  usages."*^ 

Two  important  characteristics  of  the 
KEWI  are  that  it  is  personal  and  auto- 


Dinar  supra  note  123. 
Symposium,  Healthy  Press  Freedom  for 
Healthy  Local  Autonomy  by  Indonesia  Media 
Law  and  Policy  Center  (IMPLC),  Research 
Triangle  Institute  (RTI)  and  Local  Governance 
Support  Program  (LGSP),  Semarang,  Central 
Java,  August  9-11,  2006. 
4^  Dinar,  supra  note  123. 


nomous.  It  is  personal  in  the  sense  that 
its  fulfillment  depends  on  each  journalist's 
personal  awareness,  and  it  is  autonomous 
in  that  it  is  made  by  the  journalistic 
organizations  themselves  for  their  own  use 
and  compliance.™  Because  of  the  personal 
nature  of  the  KEWI,  the  press  community 
needs  to  be  educated  on  the  importance 
of  adhering  to  the  codes  in  order  bringing 
about  a  responsible  press  that  could 
support  the  coim try's  transition  into  a 
democracy.  Until  sufficient  education  is 
given,  it  is  very  likely  that  the  press 
would  continue  to  engage  in  the  reporting 
of  unverified  and  misleading  information. 

•     The  Development  of  tlie  Standing 
Doctrine 

Besides  the  lawsmt  against  David  Tjiu 
and  Hidayat  Lukman,  the  attack  on 
Tempo  magazine's  office  also  gave  rise  to 
another  lawsuit  that  is  significant  to  the 
development  of  the  standing  dochine  in 
Indonesia.  Tlie  fact  underlying  the  lawsuit 
is  that  while  Tomy  Winata's  alleged 
henchmen  were  being  detained  at  the 
Central  Jakarta  poUce  headquarters  for  the 
attack  they  had  launched  earlier,  they 
committed  yet  another  act  of  violence 
against  the  employees  of  Tempo  publi- 
cation— tliis  time  against  reporter  Karaniya 
and  chief-editor  Bambang  Harymurti.  The 
incident  was  witnessed  by  five  police 
officers  who  seemingly  chose  not  to  do 
anything  to  end  the  violence.  Conse- 
quently, the  journalistic  organization  AJI 
(Alliance  of  Independent  Jovirnalists) 
brought  a  suit  against  the  Indonesia  police 
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for  their  inaction,  alleging  that  such 
inaction  constitutes  a  punishable  conduct 
under  Article  1365  of  the  Civil  Codes. 
Article  1365  essentially  states  that  anyone 
who  committed  an  act,  which  goes  against 
the  law  and  resulted  in  the  infliction  of  a 
loss  or  injury  upon  others,  is  obligated  to 
provide  compensation  for  the  loss  or 
injury  he  caused." 

One   of   the   questions    that  were 
presented  by  the  case  is  whether  a 
journalistic  organization  has  the  legal 
standing  to  bring  a  tort  claim  against  law 
enforcement  officers,  who,  by  virtue  of 
their  inaction,  has  enabled  others  to  inflict 
injuries  upon  its  member.  The  counsel  for 
the  defendant  argued  that  because  the 
police  inaction  does  not  cause  any  harm 
on  AJI  as  an  organization,  AJl  does  not 
have  any  special  interest  in  the  case  which 
may  justify  it  bringing  the  claim-^^  j^^^ 
court  ruled  that  AJI  has  the  legal  standing 
to  bring  the  claim.  The  parties  then 
litigated  the  case  on  the  merit  and  the 
court  reached  the  conclusion  that  the 
defendant  was  liable  for  violating  Article 
1365.53  Accordingly,  the  defendants  were 


ordered  to  make  a  public  apology  to  the 
Tempo  employees  who  were  injured  as  a 
result  of  the  violence  that  occurred  at  the 
police  headquarters.^-* 

The  Indonesian  courts  have  generally 
■■ecognized  the  concept  of  representati^'e 
or  third-party  standing  and  organizational 
standing  in  the  limited  fields  of  consumer 
protection,  environmentalism  and  forestry. 
The  concept  was  first  developed  in  the 
landmark  case  of  Walhi  v.  PT.  Indorayon 
Utama,    which    perhaps   could  more 
accurately  be  categorized  as  a  class-action  - 
case. 


51  Peranan  Kejaksaan  Dalam  Kitab  Undano- 
Undang  Hiikum  Perdata  [The  Role  of  District 
Attorney  in  enforcing  the  Civil  Codes]  at  http:/ 
/  w  w  w  .  k  e  j  a  k  s  a  a  n  .  g  o  .  i  d  /  d  a  t  u  n  / 
K  u  m  p  1  a  n  %  2  0  U  U  /  B  W  %  2  0  K  E  % 

20TIGA%20tentang%20perikatan.pdf  (last 
visited  Jan.  7,  2007). 

52  Kasus  Tempo:  Pengadilan  Haruskan  Kapoiri 
Mmta  Maaf  secara  Terbuka  [The  Tempo  case: 
Court  Requires  Local  Police  to  offer  a  Public 
Apology],  Hukum  Online,  1[  8,  at  http:// 

cms. sip. CO. id  / huku  mo  n  line/ 
detail.asp?id=8928&d=Berita  (Oct.  7,  2003) 

53  Id. 


In  the  1988  case  of  \Nalhi  v.  PT. 
ludorni/on  Utama,  the  Environmentalist 
Channel  (hereafter  referred  to  as  Walhi) 
sued   both   the  government  and  the 
Indorayon  Utama  Corp.  for  the  pollution 
.that  resulted  from  the  corporation's 
construction  of  the  pulp  and  rayon 
manufacturing  plant  in  Porsea  District, 
North  Sumatra.55  The  government  was 
implicated  in  the  case  because  it  had 
gi-anted  to  the  corporation  a  license  for 
the  construction  of  the  manufacturing 
plant.  The  Central  Jakarta  Dish-ict  Court, 
in  that  case,  granted  mihi  the  right  to 
bring  a  claim  against  the  defendants  on 
behalf  of  those  who  were  injured  b)'  the 
pollution.  Even  though  tlie  case  seemed 
to  have  taken  place  in  the  context  of  a 
class   action,   its   holding   has  been 
interpreted  as  giving  rise  to  the  doctrine 


5^  Id. 

55  Catntnii  Pcrjalaiiaii  25  Taliiiii  WALHI  [25 
Years  of  WALHl's  journey],  Walhi  Website,! 
3  (2005)  at  https://www.walhi.or.id/ttgkami/ 
capaian_walhi/. 
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of  representative  standing. No  dis- 
tinction, howex'er,  was  ever  made  between 
third-party  standing  and  organizational 
standing,  even  to  this  present  time.  In 
1997,  the  concept  of  representative 
standing  was  incorporated  into  Regulation 
No.  23  Year  1997  concerning  the 
exploitation  of  environment;  and  in  1999, 
it  was  incorporated  into  Regulation  No. 
8/1999  on  Consumer  Protection  and 
Regulation  No.  41/1999  on  forestry.'' 

The  2002  case  of  Afl  v.  Governor  of 
/«/rfl/'f«.  further  extended  the  application  of 
the  concept  of  representative  standing  to 
press  organizations.  The  District  Court  in 
that  case  granted  the  Alliance  of  Inde- 
pendent Journalist  (hereafter  referred  to 
as  AJI)  the  legal  standing  to  bring  a  case 
against  the  defendants  for  a  violation  of 
Article  1365  of  the  tort  codes  due  to  their 
conduct  of  intunidating,  one  of  its  jour- 
nalists, and  preventing  him  from  carrying 
out  his  journalistic  duties.^^ 

The  case  arose  when  Edy  Haryadi,  a 
reporter  from  Warta  Kota  ("City  Broad- 
cast"), visited  a  demolition  site  at  Jalan 
Raya  Cakung  Cilincang,  where  the  East 
Jakarta  Tramtib^^  were  pulling  down  the 
temporary  shelters  that  had  been  put  up 


56  Id. 

Kasus  Intiniidasi  terliadap  Wartawan: 
Pengadilan  Akiii  Legal  Standing  Ajl  [Intimidation 
on  Journalist  Case:  Court  gave  AJI  Legal 
Standing],  Hukum  Online,  1  6,  at  http:// 
cms. sip. co.id/hukum  online/ 
detail.asp?id=7320&cl=Berita  Qan.  27,  2003). 

'"^  Wicaksono  supra  note  T12. 

5'^  Tramtib  is  the  short  hand  form  of  dinas 
ketentraman  dan  ketertiban.  It  is  a  force  that 
is  establishc  '  regionally  to  enforce  the  rules 
and  regulations  of  a  region. 


by  the  homeless  living  in  the  area.  When 
Haryadi  reached  the  site's  vicinity,  the 
first  stage  of  the  demolition  project  had 
just  been  carried  out  and  the  workers 
were  taking  their  break.  He  then  scouted 
the  area  and  saw  one  Junaedi  lying  un- 
conscious on   the  ground.  Haryadi's 
investigation  revealed  that  Junaedi  had 
been  beaten  by  a  group  of  Tramtib  earlier 
on,  when  he  was  about  to  get  his  lunch 
from  one  of  the  food  peddlers  in  the  area. 
•  When -the  workers  were  starting  out  with 
the  second  stage  of  the  demolition  project, 
Haryadi  proceeded  to  approach  the  site. 
This    was    when    defendant  Dapot 
Maniharuk,  who  presided  over  the  project, 
began  to  launch  verbal  abuses  at  Haryadi. 
Defendant  Maiiiharuk  claimed  that  he  was 
offended  by  Haryadi's  comments  in  one 
of  his  articles,  which  referred  to  the  East 
Jakarta  Tramtib  as  "a  private  bulldozer". 
The  next  day.  Defendant  Maniharuk's 
supervisor,  instead  of  correcting  the 
defendant's  conduct,  seemed  to  take  the 
Defendant's  side.  Fearing  for  his  safety, 
Haryadi  never  step  his  foot  in  the  area 
anymore.  Consequently,  he  reported  the 
incident  to  AJI,  who  brought  a  lawsuit 
against  Dapot  Maniharuk,  the  East  Jakarta 
Tramtib  as  well  as  the  Governor  and 
Mayor  of  Jakarta  on  the  basis  of  respondeat 
superior.^" 

Among  the  questions  that  were 
presented  in  the  case  was  whether  A]]  has 


•^0  Respondeat  superior,  which  means  "let  the 
master  answer,"  is  a  key  doctrine  in  the  law 
of  agency,  which  provides  that  principal  (or 
employer)  is  responsible  for  the  actions  of  his/ 
her/ its  agent  (or  employee)  in  the  course  of 
the  agent's  employment. 
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the  legal  standing  to  litigate  the  right  of 
its  member  to  freely  engage  in  news 
reporting.  The  court,  in  upholding  AJI's 
legal  standing,  cited  Walhi  v.  PT.  Indorayon 
Utama  for  the  proposition  that  an  orga- 
nization has  the  standing  to  a  claim  on 
behalf  of  its  member(s)  where:  1)  the 
organization  was  a  legal  entity  or  a  public 
institution,  2)  the  purpose  of  the  orga- 
nization, as  stated  in  its  charter,  is  to 
promote   public    good,    and    3)  the 
organization  carries  out  its  activities  in 
accordance  to  its  charter."  The  court 
neither  made  any  statement  of  the  term 
organizational  standing  nor  applied  any 
test  relating  to  it,  even  though  it  seerfied 
that  the  standing  issue  that  was  inlierent 
in  the  case  was  that  of  organizational 
standing.  After  a  hearing  on  the  merit, 
the  court  ordered  the  defendants  to  make 
a  public  apology  to  Edy  Haryadi  through 
AJI.  The  Plaintiff's  requests  for  damages 
as  well  as  for  the  production  of  t-shirts 
witl-i  the  print  "Do  not  beat  up  reporters," 
however,  were  rejected  by  the  court." 

Because  the  courts'  decision  was 
reached  without  distinguishing  third-party 
standing  and  organizational  standing, 
however,  they  failed  to  provide  future 
courts  with  a  workable  test  for  applying 
the  doctirine— a  test  which  would  make 
the  decisions  of  future  courts  less  dis- 
cretionary, and  thus  more  consistent.  The 
United  States,  for  example,  has  clearly 
provided  for  the  distinction  between  the 


concept  of  third-party  standing  and 
organizational  standing  to  guide  its  courts 
in  applying  the  doctrines.  In  the  area  of 
constitutional  law,  in  order  for  a  third- 
party  to  be  able  to  bring  a  claim  for  the 
injury  sustained  by  another  party,  he  must 
be  in  the  "zone  of  interest"  of  persons 
who  are  so  intimately  involved  with  the 
injured  person  so  that  he  does  not  fall 
afoul  with  the  rule  prohibiting  third  party. 
The  doctrine  of  capable  of  repetition  yet 
evading  review  will  allow  for  persons 
with  "transitory"  type  injuries— imminent 
abortion  or  childbirth  or  death— to  litigate 
_  in  iederal  court  and  be  represented  by, 
_  or  accompanied  in  their  sujts  by  persons 
such  as  their  medical  doctor,  certain 
advocacy  and  support  groups,  or  in  some 
cases  family  members.*^-^ 

With  respect  to  organizations,  the  U.S. 
courts  have  established  that  they  may 
bring  a  constitutional  claim  on  behalf  of 
its  members  only  if  ;  1)  its  member(s)  has 
the  standing  to  sue  in  their  own  behalf 
(that  is,  if  he  has  suffered  an  injury-in- 
fact  that  is  actual  or  a  threatened  injury  " 
that  is  imminent,  the  conduct  he  com- 
plained of  is  the  cause  of  the  injury,  and 
the  injury  is  redressable  by  a  favorable 
decision  from  the  court);  2)  the  injury  is 
related  to  the  organization's  purposes,  and 
3)  the  nature  of  the  claim  and  the  relief 
sought  are  such  that  they  do  not  require 
the  individual  participation  of  each  injured 
member  for  its  proper  resolution.  These 


"  AJI  V.  Governor  of  Jakarta  (Central  Jakarta 
District  Court),  Case  No.  212/Pdt.G./2002/ 
PN.JK.PST,  obtained  from  Plaintiff's  Attorney,   

Misbahuddin  Gasma.  '  63  Roe  v.  Wade,  35  L.Ed.2d  147  (Tex.  S. 

Ct.l973). 
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are  essentially  the  basic  premise  of 
organizational  standing  in  U.S.  laws.'"' 

In  the  AJI  cases,  because  the  Plaintiff 
was  an  organization,  whose  cause  was  to 
promote  journalists'  freedom  to  carry  out 
their  works  without  any  interference,  the 
court  should  ha\'e  applied  the  doctiine  o! 
organizational  standing  in  uphokiing  Ajl's 
right  to  bring  the  journalists'  claims  on 
their  behalf. 

In  any  case,  the  courts'  decision  to 
grant  A] I  the  legal  standing  to  litigate 
claims  for  its  members  has  been  signi- 
ficant in  two  aspects.  First,  it  showed  the 
courts'  increasing  recognition  as  to  the  im- 
portance o£  press  organizations  and  their 
cause.  And  second,  it  established  a  line 
of  precedents  that  is  very  likely  to  deter 
future  interferences  with  journalistic  works. 

Conclusion  :  A  Frfee  Press  System 

Without  a  doubt,  the  recent  consti- 
tutional amendment  and  the  ratification 
of  the  1999  press  statute  have  largely  been 
successful  in  promoting  press  freedom  and 
bringing  about  the  positive  core  value  is 
attached  to  the  right  of  free  speech,  that 
is,  a  robust  pubhc  debate  on  issues  of 
political  importance.  These  developments 
have,  in  turn,  carry  Indonesia  through  a 
giant  leap  towards  the  goal  of  democratic 
consolidation.  Yet,  there  are  factors  at  play 
which,  unless  suppressed,  will  continue  to 
hinder  the  country's  progress  towards  that 
significant  goal;  these  factors  include  1) 
the  use  of  criminal  codes  to  sanction  press 


^  Sierra  Club  v.  Morton,  31  L.Ed.2d  636 
(Cal.  S.  Ct.  1972). 


puLiHcation  and  its  journalists,  2)  the 
public's  tendency  to  take  the  law  into  their 
own  hand  in  dealing  with  such  reporting 
behaviors,  and  3)  the  practice  of  irres- 
ponsible journalism  by  reporters.  Thus,  the 
first  step  to  implementing  the  constitu- 
iioM.ii  giidi cii lite  ol  free  speuiJi  ajid  fiee 
press  lies  in  the  decriminali7,atic:)n  of  all 
press-related  offenses;  under  no  circum- 
stances should  the  government  impose 
upon  the  press  any  sanction  in  the  form 
of  imprisonment  or  excessive  fines  v^hich 
may  bankrupt  the  press  company. 

If  the  Press  Statute  is  going  to  be 
revised  and  made  into  a  lex  specialis,  it  is 
important  that  the  revision  '  be"  preceded 
by  an  expression  of  stroirg  commitment, 
on  the  part  of  the  legislative  and  executive 
branches,  that  it  will  not  bring  back  or 
revive  former  restrictions  which  have  been 
eliminated  by  the  1999  Press  Stati.ite — one 
example  of  such  restrictions  being  the 
business  licensing  requirement.  Finally,  the 
process  of  revision  should  be  done 
gradually  and  be  made  open  to  the  press 
community  so  as  to  take  into  account  their 
various  needs  and  concerns. 

Aside  from  decriminalizing  press- 
related  offenses,  it  is  also  important  that 
the  Indonesia  focuses  on  educating  both 
the  press  community  and  the  public  on 
what  is  needed  for  the  Press  Statute  to 
work  effectively.  Such  education  would 
necessarily  entail  informing  the  press 
about  the  importance  of  engaging  in  res- 
ponsible journalism,  and  informing  the 
public  on  the  essentiality  of  invoking  the 
Press  Statute  when  they  find  themselves 
involved  in  any  kind  of  dispute  with  the 
press. 
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Recently,  a  number  of  journalislic 
organizations  sucii  as  AJI"'^  and  tlie 
Indonesian  Media  Law  and  Policy  Center"'^ 
have  begun  to  conduct  various  trainings 
and  seminars  in  an  effort  to  instill  these 
understandings  into  the  Indonesian  jour- 
nalists as  well  as  the  public.  Such  efforts, 
however,  would  have  to  be  maintained 
and  repeated  over  a  long  period  of  time 


before  they  could  have  their  desired  effect 
Indeed,  the  establishmeiit  of  a  free  press 
system  requires  not  only  support  from  the 
government  and  the  people,  but  also  a 
great  deal  of  work  on  the  part  of  the  press 
themselves.  As  stated  by  the  infamous 
Thomas  Paine,  "those  who  expect  to  reap 
the  blessings  of  freedom  must  undergo  the 
fatigue  of  supporting  it." 
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